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Explanation or reason for introduction of bill/resolution: /

To provide an appropriation for defraying the expenses of the Department of
Commerce and relating to the North Dakota Development Fund, centers of
excellence program, the Office of Renewable Energy and Energy Efficiency, and
centers of workforce excellence grants.

Minutes: Attachment #s 1-20

. Chairman Skarphol: The hearing was opened by stating that all members are present
and the hearing will begin on HB 1018, the Commerce Department budget. All committee
members are present.

Paul Govig, Interim Commissioner, Representing the North Dakota Department of
Commerce: The testimony began with a request for a motion to open the hearing.

Rep. Monson: Placed the motion before the Committee. See attachment # 1 Move a DO
PASS.

Rep. Martinson: Second

A roll call vote was taken: Yes, 6, No, 0, Absent0.
Motion passed

Govig: Continuing with testimony, See attachment X, Spreadsheet p.5.
Points out biennium comparisons, plus variances in the columns.

Chairman Skarphol: Why don’t you show that as a $7M variance?

Govig: He stated that he would get into that later. Of interest to you is what is being

m proposed (10:09)

Chairman Skarphol: So you have one hundred in this biennium?

Govig: Yes, and this would be an additional one hundred.
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Chairman Skarphol: We have some of that but this is an increase.
Govig: Continues with testimony

Rep. Monson: You have grants for child care and loans for child care. What are the loans
for?

Govig: They are to increase their capabilities, and the financial soundness of the day care.
It is used primarily for equipment, special needs capacity, business plans.

Rep. Monson: This could be used for bricks and mortar, fences, etc.

Govig: It can be used for what is necessary. We have separated that. The Grants are not
a part of the development fund.

Rep. Hawken: | will talk with you about the child care issue. | am talking about the
$150,000 and | want to visit with you and Ms Zander and | want to add a considerable
amount of money, they are not using the loans. Refers to HB 1418 Training child care
workers. | am thrilled that it is part of commerce now.

Govig: We always welcome input

Chairman Skarphol: $150,000 is that an appropriation? Addressing Sara Chamberlin,
Legislative Council Analyst, | am asking you to finance all of the childcare money in the
various budgets. In essence, for centers of Excelience there is $18M.

Govig: In essence you are right.
Chairman Skarphol: Additional FTEs?

Govig: Two for the energy division and one-quarter for the tourism division to provide full
time status to a three-quarter time employee. It also includes carry-over authority. In
addition, the creation of the internship fund for the operation of an internship program. The
biofuels blender pump fund program and finally the $5M carryover to the next biennium
because these funds were not expended. We have an amendment that would correct the
oversight on the Internship fund. Distributes proposed amendments.

Jim Boyd, Interim Director, the Division of Community Services: Discussed the
community service program and budget. See attachment 1, Tab Community, pp 1-3 and
Pie Chart following.

Chairman Skarphol: We can read through that.

Boyd: That includes only the supplement, not our regular.

Chairman Skarphol: What is the total drain?
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Boyd: The total would be approximately $29M of that formula funds plus the supplemental
$5.5M

Chairman Skarphol: This biennium you are up about $4.5M, next time you will be down
by that $4.5M?

Boyd: Discusses Renaissance zones, there are no 49 cities throughout the state.

Rep. Dosch: With 90% of your funding coming from federal government grants, given the
plight of our financial situation, do you see any reductions coming down.

Boyd: There could be some reductions, but we don’t know what that could be. There is
not a good answer. Perhaps going quarter to quarter.

Chairman Skarphol: On your overall numbers you had, I'm assuming it is roughly $68 M
and an increase of roughly $12M. Give us a general feel for that.

Boyd: A lot of the funds, we have received about $70M in American Reinvestment
Recovery Act (ARRA) funds. We will need additional authority to spend out all of those
funds.

Chairman Skarphol: You have $70M and you are carrying over $25M. That would be
about $45M but you are showing a $56M decrease.

Boyd: There is in our base budget request where there was billed $5M for the Great
Plains Energy Efficiency Research Center. And $1M for the Blender pump program.

Sara Otte Coleman, Director, the Division of Tourism: See tab Tourism, pp1-5
See charts included. North Dakota has had the third largest tourism increase in the nation.

Chairman Skarphol: How have you segregated the tourism rooms from workers?
Otte Coleman: We are able to separate, accommodate leisure travels.
Chairman Skarphol: The lodging tax, explain that.

Otte Coleman: If one occupant occupies a hotel room for 30 days or longer, they do not
pay lodging tax, and no tax revenue is generated.

Rep. Dosch: There is a bill forthcoming to deal with that issue.

Chairman Skarphol: | am not looking so much for a fix but some information in other
areas.

. Otte Coleman: We will contact the tax department and get a chart together on that.

Rep. Monson: You said Canadian visitors are up 40% and with their dollar at par, how
does that affect the dollars?
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Otte Coleman: We are seeing an increase in inquiries.

Rep. Dosch: Providing an answer to the question on impact, a bill has been filed.

There is an error on green sheets, p. 2, item 11 should that be corrected to a $5M change?
We did almost $2M worth of infrastructure projects with the Lewis and Clark and your
foundation, yet you are taking all of that out of your current budget. Are there no
infrastructure requests for the upcoming biennium?

Otte Coleman: We do see an increasing demand for infrastructure. We put together a plan
to fund about $200,000 a biennium and we get 5-10 times that in requests.
Because there were no dollars allocated to it, it may not go through.

Bill Shalhoob, Chairman of the Tourism Alliance Partnership (TAP): See written
testimony, Attachment # 2 and appendices.

Rep. Hawken: To what extent does the, for exampie the Red River zoo do you all work
together to build that infrastructure?

Shalhobb: Yes we do, they come to our meetings. Sara is good at getting everyone
together.

-Sheri Grossman, President, Destination Marketing Association Of North Dakota:

Provided testimony in support of marketing, See attachment # 3.

Rep. Monson: We are the only state that seems to be growing and we are spending the
least. You must be doing an efficient job.

Grossman: The Department knows how to use those funds. It needs more money.

Cole Carley, President/CEQ of the Fargo-Moorhead Visitors Bureau: Spoke in support
and to enhance the tourism budget bill, emphasizing the $2.5M Enhancement Grants. No
printed testimony offered.

Terri Thiel, Executive Director of the Dickinson CVB: Testimony provided, see
Attachment # 5.

Randy Hatzenbuhler, President of the Theodore Roosevelt Medora Foundation of
Medora, North Dakota: Spoke in favor of HB 1018 See attachment # 6.

Beth Zander, Director the Division of Workforce Development: See Attachment # 2,
Tab Workforce, pp. 1-4. Providing jobs for America’'s graduates is a retention tool.
Workforce enhancement grants are there to increase responsiveness to employer needs.
CDA is nationally recognized, that maﬁkes a difference.

Rep. Monson: The Workkeys, have you ever used ASVAB testing? That is free. Have
employers used it?
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Zander: | will check into that. She continued with testimony.

Chairman Skarphol: Who initially implemented that?

Zander: It was initiated in North Dakota approximately three and a half years ago.
Chairman Skarphol: Do we have any statistics on its success?

Zander: No, we do not. |

Chairman Skarphol: You refer to Williston, it is not on it's own, New Town is not on its
own.

Zander: Correct.

Chairman Skarphol: The Community Colleges and United Tribes, we haven't gotten there
yet. Explain how it works. Differentiate for us how TrainND and they use their dollars and
how you use these dollars.

Zander: TrainND utilizes dollars for employers. We believe in it. We are working well
together.

Chairman Skarphol: These grant dollars typically go to support the training program, not
to employers necessarily. We would like it consolidated in one location.

Zander: She continued with testimony and concluded.

Paul Lucy, Director, the Division of Economic Development and finance: Provided
testimony, See Attachment 2, Tab ED&F pp. 1-6. We are not asking for additional funding.
We are requesting the $400,000 to continue the program for the next biennium. Workers
need a facility to take their children. He spoke in support of in-state and out of state
companies that are locating here.

Rep. Hawken: Do you have a list of people who got the loans and where these centers
are located?

Lucy: It is written in my testimony. The numbers have changed since the package was
compiled.

Chairman Skarphol: Child care loans, you are going to move from $1.25M down to
$400,000. There is an $850,000 reduction; you are showing a $4.4M reduction.
Where is the rest of the reduction?

Govig: Some of it removing and some of it is adding. Refers to p. 5, side 2.

Chairman Skarphol: What are we' anticipating for a salary increase? |Is there a
percentage out there that is incorporated in the Governor's budget? Is it 3 and 37?
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Tracy Finneman, Marketing Director: Provided testimony. See attachment 2, the
Commerce tab pp. 1-2.

Chairman Skarphol: Does the partners in marketing program require a match?
Finneman: 10%

Rep. Hawken: Reported that the Delta Sky magazine featured a comparison of North
Dakotaand ....... (inaudible).

Justin Dever, Manager, Office of Innovation and Entrepreneurship: Attachment 2 Tab
Commerce p 1-2 of his testimony. He discussed the programs listed.

Chairman Skarphol: Centers of Excellence, give us a spread sheet of where we are at
since we started that whole thing. Just a one page summary.

Mark Nisbet, Centers of Excellence Commission: Attachment 2 Tab Commerce 1-4
and the Centers of Excellence annual report brochure. He emphasized private sector
partners. Encouraging support.

Rep. Dosch: Take a look at the centers of excellence, how is that different from what the
two research universities are doing?

Nisbet: There are other things going on but the major research is done at the universities.
Chairman Skarphol: |s there a way to show that none of the money will change over?

Nisbet: It is set up so that if there wasn't enough call for money in one of those areas, the
research dollars could go above $8M.

Dean Gorder, North Dakota Trade Office: Attachment 2, Tab North Dakota
Trade p 1- of printed testimony

Rep. Monson: Do we have trade offices internationally?
Gorder: Yes, in Kiev the Ukraine, in Kazakhstan.
Rep. Monson: Have you explored Taiwan?

Gorder: Yes, both Taiwan and China.

Rep. Monson: Missouri has a trade office over there and are interested in sharing an
office.

Govig: Referring to the Partner sectién of the handout. Attachment 2 Tab Partners p 1-2
of of Tab Partners. '

Chairman Skarphol: Where is the money reflected?
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Govig: Comments on the Energy Office. Attachment 2 Tab Energy Office p 1-2.

Al Christianson, Great River Energy: No printed testimony, spoke in favor of support for
HB 1018.

Ron Ness, Energy Power Commission: Spoke in favor of HB 1018. No printed testimony
provided.

Gene Vetter, Watford City Development Director: Spoke in favor of HB 1018. No
printed testimony provided. He stated that he is a full time professional.

David Straile (?), North American Coal: Spoke in favor of HB 1018.No printed testimony
provided. Did not register.

Govig: Concluded his testimony in favor of passing HB 1018.
Chairman Skarphol: We will take public comment until 12:00.

Public Comment

Kent Satrang, General Manager, Petro Serve USA: Offered public comment and spoke
in favor of HB 1018 See Attachment # 7.

Rep. Monson: | haven’t seen very many blender pumps. | was under the impression we
could have E 15 if we wanted it. We could blend it and set it up. What are some of the
rules on that?

Satrang: If you use E 30....flexible fuel. It is a great partnership to be able to offer all of
those. You have four choices in gas, E 30, E10E 85 and ..... (inaudible).

Rep. Hawken: How much ....a service station to put in a blender pump?

Satrang: About $5,000 per pump.

Chairman Skarphol: Suppliers provide a $900,000 discount. Are you successful at that?
Satrang: It worked well last year. it is called the North Dakota blender pump program.
Justin Flaten, Garrison, North Dakota, JM Grain: Spoke in favor of HB 1018. No printed
testimony provided. He addressed the pea and lentil market. The product goes overseas
and through a broker or exporting agent. Transportation at an equitable rate is a problem.
Going into Canada then out is costly and time consuming. We could increase our saies if
we had better access to capital. 3

Rep. Monson: Do you have any plans to expand, say to fava beans?

Flaten: Yes, Lebanon is a customer. They are also interested in flax and sunflowers.
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Jeff Rotenberger, Bismarck, Mandan Chamber: Spoke in favor of HB 1018. No printed
testimony provided, He is in favor of the Idea Center, trade office and USS North Dakota.

Cal Klewin, Economic Development of North Dakota: Spoke in favor of HB 1018
printed testimony provided. See Attachment # 8.

Connie Ova, CEO for the Jamestown/Stutsman Development Corporation (JSDC):
Spoke in favor of HB 1018 printed testimony provided. See Attachment # 9.

Eric Johnson, CEO Avanac: Present at the suggestion of Senator Tony Grindberg.
Provided printed testimony, Attachment # 10.

Chairman Skarphol: SB 2056 is being introduced in Education.
Other printed testimony was provided, See Attachment #s 11-20.

Meeting adjourned.
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Explanation or reason for introduction of bill/resolution:

To provide an appropriation for defraying the expenses of the Department of
Commerce and relating to the North Dakota Development Fund, centers of
excellence program, the Office of Renewable Energy and Energy Efficiency, and
centers of workforce excellence grants as it pertains to the Department. of Commerce.

Minutes: You may make reference to “attached testimony.”

Chairman Skarphol: General discussion regarding information about the Department of
Commerce. There are so many programs in there. The Workforce Enhancement Grants
versus the Centers of Excellence for Workforce.

Tammy Dolan, OMB Analyst: Distributed a spreadsheet detailing Recommendation by
program. | did handout a worksheet with a detailed budget for each one of their divisions that
would show the '07-'09 expenditures, the 2011 budget and expenditures through June 30,
2010, see Handout # 1.

Chairman Skarphol: This givesus ....

Dolan: | am not sure if this is what you are meaning or if you wanted more program based like
Innovate North Dakota or the different programs within the agency. This goes through each
page like the Commerce administration division. For each of the appropriation lines within
that division it will show you their 2007-'09 expenditures, the current biennium’s budget, how
they will be reflect for 2011-'13 and then the executive recommendation and the amounts
percentage changes in there as well.

Chairman Skarphol: The first three pages are pertinent to Commerce Administration. The
next three pages are for innovation. If you go back through this you will see various entities.

Dolan: Yes. If you go three more pages 'in it is the Tourism Division. Two pages back it is
Workforce Development on p. 8, with Economic Development on p. 12. Continues to explain
the layout of the document.

Chairman Skarphol: This gives us the administrative costs of each one of these divisions.
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Dolan: Yes. It will show you salaries and wages, operating expenses, capital asset lines and
special lines as on p. 2 are discretionary grants.

Chairman Skarphol: This is printed out of BARS, right? Can | go to the Web Site?
Dolan: Yes.

Chairman Skarphol: This is the detail level you are going to see our web site, there may be
more detail. Other details could be obtained from the agencies.

Chairman Skarphol: The North Dakota Trade Office is a contractual agreement. .. .

Dolan: Right that is why they show only operating season services except for the current
biennium they used a little bit for ....but basically it is their grants account code that they have
but it is their contract that they have with the trade office.

Chairman Skarphol: | did ask for a history on that particular office as to the appropriation and
cost share for the last several biennia.

Sara Chamberlin, Legislative Council Representative: A document #11. 9107.01 was
distributed earlier.

Chairman Skarphol: It continues to grow by $.5M each session to the Trade Office.
Rep. Hawken: No, it is more than that. Oh, the Trade Office. Don't any of them share?
Chairman Skarphol: Each division as far as their IT costs.

Rep. Hawken: A lot of them are the same office, right?

Dolan: Right, they just allocate it out to the various divisions so you can see the total cost of
the division instead of lumping it together....

Chairman Skarphot: Based on FTEs?

Dolan: | would have to verify that. Probably based more on the types of PCs and different
equipment that they use.

Chairman Skarphol: You don't reflect FTEs in BARS?
Dolan: Itis the last line on the last page for each division. If a department reorganizes from

one division to another throughout the biennium, you might see some larger adjustments for
those purposes.
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Begin Recording # 13739

Chairman Skarphol: Called the Committee to order to discuss HB 1018. He called to the
podium Paul Govig, Interim Commissioner Department of Commerce:

Referring to HB 1018 and the Green sheets he begin discussion of the Centers of
Excellence the funding for the Centers of Excellence (CE). According to the green sheet
there is one time fund for CE. Is there not also a transfer that we should be considering for
$5M.

Govig: The total is $20M

Chairman Skarphol: How about the Centers of Excellence?

Govig: Distributes Attachment # 1.

Chairman Skarphol: We need to know if it is duplicative or stands on its own.

Govig: Describes the chart on Attachment # 1. The $20M that you were talking about is
divided; it goes to the CE Commission, similar to what we have right now and then we have

the Centers of Workforce Excellence Council. That is the difference.

Rep. Hawken: Has the Workforce always been around or is that coming now because
we now call the 2 year institutions Centers of Excellence?

Govig: We have always had the Workforce Enhancement grants and the group that was
working with them was the Council, so it is the same group. Those are the two groups that
make the determination by reviewing the applications. Take CE, it becomes the Centers of
Research Excellence (CRE) and there is proposed $13M.

Chairman Skarphol: Explain matching dollars as described in the box on the right,
Attachment 1.

Govig: Yes, it has additional information, CE requires $2:00 of matching funds for $1:00 of
state funds. The matching funds must include at least $1:00 in cash, $.50 from the private
sector and in kind which could be the remainder. We have to have itemized values.
Chairman Skarphol: As to have explanation repeated.

Govig: The whole thing could be in cash.

Chairman Skarphol: What if it is only $1:007?

Govig: There has to be $2:00 of matching funds for every $2:00 of state funds and they
can be comprised of a few different things.

Chairman Skarphol: The matching funds, these are from the private sector. So if the
private sector has $1:00 in cash, they will have $1:00 of the in-kind.
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Govig: The in-kind has to comprised of at least $1:00 in cash.

Chairman Skarphol: Either you have a dollar in cash and a dollar in in-kind or you don't
have $2:00. Is there a difference in in-kind?

Justin Dever, Director: One dollar of cash half of which must be from the private sector,
the other half could be federal funds. The other could be cash assets.

Chairman Skarphol: Explain how you get to the $2.00 value.

Dever: Two dollars, at least half of it has to be cash the other half can be in-kind.
Chairman Skarphol: Only half of the in-kind has to have an itemized value.

Govig:  All of it has to have an itemized value. If there is in-kind, we have to have
verifiable value for that. Under CRE there are two other sub categories, the eminent
researcher grant program and that can be up to $2M per biennium. The CE Infrastructure
grants up to $3M per biennium. If they both receive the maximum amount then it drops the
$13M to $8M. CRE has a total of $13M but the two subsections can go to $2M or $3M per
category.

Rep. Williams: How much of this is new money and new programs?

Govig: The $3M. It is considered a one time appropriation and the transfer of the center is
an additional $5M. You appropriated it for this biennium and because it was not feasible to
do that, it is being proposed for this program..

Rep. Williams: How much of this is new money?

Govig: The $15M.

Rep. Williams: New Money.

Rep. Martinson: Would you have a problem if we put money in the CE and let
you.....Could we make your budget a little simpler?

Govig: The funding is most important and it is very successful. What it is called is not as
important from our perspective as it is to get it funded.

Rep. Martinson: A Center of Excellence for every new idea is confusing and unnecessary.
Govig: No, like most things, if you understand it its straight forward.

Chairman Skarphol: | would like to see the previous names of some of those things along
with the current name. Some of it changes, 2057 seems to be a mirror image of this.

Govig: Some of it changes.
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Dever: SB 2057 also includes $23M for this, there is a $20M difference.

Chairman Skarphol: | thought it the fiscal note on 2057 was $33M.

Dever: 2057 also includes $10M for EPSCORE.

Chairman Skarphol: What is the current appropriation for EPSCORE?

Dever: The Governor's budget ...

Dolan: ltis $7M. It is an increase of $3M in Higher Ed budget there is a $6.5M increase.
Chairman Skarphol: EPSCORE is in the Higher Ed budget as opposed to .....

Rep. Martinson: We are looking at taking money from the $5M turn back for BSC to finish
their fourth floor which would be about $4.335M. We are looking at taking funding from
other programs, shifting funding to tourism along with more marketing money. More
funding for the ABM site and in Minot providing $500,000 for their base realignment
commission like we did in Grand Forks and Fargo.

Rep. Hawken: It is what we did with recruitment training and retention. | may need an
education, we hoped at its creation that it would go to a business. We are still keeping the

fairness aspect. Do we continue to put money into all of these?

Rep. Williams: Having met several times with several groups, | do not recall a specific
dollar amount coming out of that.

Dever: Yes, it is now SB 2057. it did contain specific dollar amounts.

Chairman Skarphol: Why is it on both sides? Either it is an interim bill or it is part of your
budget.

Dever: HB 1018 is the Governor’'s recommendation for CE.

Govig: Any time we can move the Universities closer to the market to try to interject some
market forces to create jobs and to create business and spin offs.

Chairman Skarphol: Are any of these entities, are they self-sustaining?
Are they profitable?

Govig: It is very much centered on jobs. If private sector jobs are created, the state will
benefit through increased revenue. See Attachment # 2. We have private sector jobs and
Center jobs.

Chairman Skarphol: Do any pay corporate income tax.

Dever: Yes, we don’t have records of their tax payments.
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Rep. Monson: Do the new businesse_s end up being profitable enough to pay taxes?
Dever: Intelligent Insights in Fargo is one example.

Chairman Skarphol: Does a center itself make a profit?

Dever: There are no state dollars for EERC. They survive on research contracts.

Chairman Skarphol: | would like to see another column that would show any of these
paying taxes. :

Rep. Martinson: | wouid feel better if we just gave Williston money for training. What are
the 167 jobs they created?

Dever: These are individuals, there are 4000. We are not counting ali the people. These
are people that went to the ....Training Program.

Rep. Martinson: What NEW jobs were created? You can’t name any jobs that we
created.

Govig: We filled some much needed jobs

Rep. Martinson: It says here “jobs created”. You would agree that you didn't create any
jobs.

Govig: We filled those jobs.

Rep. Dosch: The CE, are they research jobs? They stay as long as the funding lasts and
then they go away.. He uses the Blarney Stone as an example. As we go through this Is
how many equity...We are putting at very high risk the taxpayer dollars. Do we have any
equity in these that will eventually provide a taxpayer return?

Govig: There will be eventual ownership.

Dever: Ownership in the IP{?) may not necessarily be ownership in the businesses.

Rep. Dosch: What royalties have we received back?

Dever: The royalties would be received to the State General fund. The agreements are
between the institution and the private businesses.

Rep. Dosch: This is taxpayer money; | am interested in finding out what the return is.
Govig: We will see what we can find out about that.
Chairman Skarphol: | would have no difficulty with an appropriation to fund the Centers of

Excellence from the revenue produced by the existing CE
The 167 jobs were existing and were filled. Not 167 new jobs created.
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Rep. Hawken: She described the creation of Centers of Excellence. Is the APUC report a
CE because we have been providing dollars for years?

Govig: We wouldn’t describe the ag product Utilization Commission program as a Centers
of Excellence, even though it is an excellent program.

Rep. Hawken: Rep. Dosch said that we are providing some stimulus to that sector.

Chairman Skarphol: If you look at the grand total we've invested, $59.96M. It would be
~ nice to see a 4% return on that.

Rep. Monson: In the years of operation, will you give us examples of real jobs, not just job
training?

Govig: We will get some examples.

Chairman Skarphol: How are the ones at the Center funded? General fund, research
grants..

Dever: The foot note at the bottom of Attachment #2 gives examples.
Chairman Skarphol: Other questions?

Govig: We are getting back together on Wednesday morning, do you have specific
questions?

Chairman Skarphol: | would like a comparison of the current biennium with the proposed
biennium. An explanation of terminology and incorporate in that S B 2057.

Rep. Monson: Why are we changing the names in here?

Govig: It is to make it easier to understand where the college or university should access
the program. We need to do some work on this end to make it more understandable.

Chairman Skarphol: Discussion closed.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the the
department of commerce; relating to the biofuel blender pump incentive program, centers
of research excellence program, centers of entrepreneurship excellence grants, and the
internship fund: relating to the North Dakota development fund, incorporated, centers of
excellence program, the office of renewable energy and efficiency, and centers of
workforce excellence grants; to provide a continuing appropriation; to provide exemptions;
to provide for transfers; to provide an effective date; to provide an expiration date; and to

. declare an emergency
Minutes: You may make reference to “attached testimony.”

Chairman Skarphol: Brought the committee to order to take up HB 1018. Our intention is
to discuss the Department Of Commerce budget.

Scott Davis, Executive Director, North Dakota Indian Affairs Commission: When |
started, | was given the task of addressing three issues: health, education, and jobs. We're
trying to figure out how to get more jobs to the reservations. The first step was an
assessment of each tribe. We did at least three visits to each tribe, to the tribal colleges,
the communities, asking questions about challenges, barriers, opportunities, threats, etc.
We wanted to know what the locals felt was most needed for their reservations. The tribal
colleges seem to be the best place to house any kind of commerce activity, and they all
have a business incubator within their college. They've already done assessments of what
would help their communities. The chalienge is that the tribal colleges don’t have strong
business and accounting curriculums. A lot of this funding would go to strengthening those
areas at each college, and | would be in support of the additional $100,000 towards the
American Indian Business Development fund office.

Chairman Skarphol: How did we fund the study? Where is it on the existing budget?
0 Paul Govig, Acting Commissioner, North Dakota Department of Commerce: That was

funded through the contract with Prairie Consulting, in the partners program section. We
are requesting an additional $100,000 for the next biennium.
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Rep. Hawken:  Are there any funds within your agency you could transfer, if there was
something you particularly felt needed to be done?

Govig: The project managers are always interested in working on projects throughout the
state, on reservations, small town, big town, doesn’t matter, and we'll continue to do that.
Specifically having someone focus on Native American reservations and issues is what we
feel is very important, because the needs there are so significant.

Rep. Hawken: You are out of money for this biennium, so | was wondering if there were
other funds you could tap into if you saw something that really needed to happen.

Govig: We have used a small amount of the commissioner’s discretionary funds to fill in a
few gaps.

Chairman Skarphol: What do you envision the tribai colleges doing with the $200,0007

Davis: There are some great ideas out there for private business. A iot of the students are
older than average college students, and they really know their environment and what
would fit. Some examples are coffee shops, butcher blocks, small retail stores. Right now
on the reservations are just your basics, like gas stations and grocery stores.

Chairman Skarphol: So you would envision at least a portion of it being direct grants to
start businesses.

Davis: Grants for business, but more of the curricuium, more of the in depth study of
establishing a business.

Chairman Skarphol: You envision the colleges helping individuals with the management
of the business?

Davis: Yes. In my view, it takes some hand holding for some time before a person can get
comfortable with their own business. Back in the days, my parents had those things, as did
every reservation, but for some reason that went away. It may have been because of the
dependency on government funding. We need to direct our attention away from the federal
areas that hinder our people and go more private. Establishing chambers of commerce on
our reservations is the focus of our partnership, and non-profits as well. They withstand the
administrations that come and go, and tribal politics, too.

Rep. Hawken: There are some grants we started last session that go directly to the tribal
colleges. Perhaps you could piggy back with those dollars to build some of this.

Govig: Excellent point. It is a shift to focus more on the colleges than the tribal councils,
because of the continuity associated with those organizations. We think it would be a good
shift to partner with the colleges.

Rep. Dosch: Where do the profits from the casinos and the oil revenue go?
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Davis: | can't say about the oil fields, that's an area I'm still learning about. The casino
revenue is strictly for roads, education and social services.

Rep. Dosch: If you are asking all the other taxpayers of ND to chip in, we should get some
answers from those that have the oil wells and the casinos. | haven't seen any reduction in
the requests for money since the oil fields have opened up. | know the state pays for the
roads and you don't pay any tax on gasoline. If your own people aren’t willing to support
themselves and their own businesses by coming up with a couple hundred thousand
dollars, why should we be asking the taxpayers to?

Govig: As we see this, we expect there would be ownership or some contributions by the
colleges, through time or money or partnerships. If there is ownership, there is a greater
chance to succeed. We want to work out a plan that is beneficial to all the reservations and
the state of North Dakota.

Chairman Skarphol: In the current biennium you have $100,000, and you spent a fair
amount of it on that study. How do you plan to spend that $100,000 and the additional
$100,000 in ways that would complement what you've already done?

Paul: This is a baseline study, so it gives us a handle on the capabilities and capacities
are on the reservations. Going forward, we feel there will be more interaction with the
colleges and reservations, and we want to come up with a matrix to help create and
support businesses and expand the economic base. We have to come up with a proposal
next biennium.

Chairman Skarphol: If the committee were inclined to go along with the additional
$100,000, what do you think the likelihood is that we could get participation from the tribes
to match that?

Davis: Dollar for dollar would be a challenge for some tribes; I'm not sure about tribal
colleges, though they do have more financial stability and may have more of a resource to
match those dollars, or possibly do an in-kind match that would be beneficial. Why doesn't
a tribe tax itself on gas or tobacco? | think it gets back to education, and this ties back to
why tribal colleges are a good way to sell these ideas we as a state already know are
beneficial to a community. Historically for tribes it's been mostly federal. The follow up of
this report and putting it into action is the basis of the extra $100,000.

Govig: It would be difficult for the tribes to come up with a cash match, but in-kind might be
a good way to get a partnership going.

Chairman Skarphol: | am not opposed to in-kind, but sometimes it becomes very
creative. We want to encourage the tribes to be more participatory in this. Do get us a
copy of that study. We have had committee discussion about your budget. With regard to
the costs associated with monitoring the existing centers, we need to have some idea what
that cost is. We need dollar amounts because, frankly, we're not certain we're going to
fund Centers of Excellence. That doesn’'t mean we won't give you some money. There's a
provision that allows Centers of Excellence dollars to be utilized for some administrative
things, so we're wondering how much is required for the monitoring.
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Justin Dever, Manager, Office of iInnovation and Entrepreneurship, ND Department of
Commerce: The current monitoring process we utilize includes annual reports, which is an
expense borne by the centers themselves; site visits; quarterly updates, which costs are
also the centers’. There are agreed upon procedures we use, related to HB 1060, and
those costs are born by the universities. HB 1060 would allow the universities to use
center dollars, but currently they cannot.

Chairman Skarphol: If you are going to do this at the half-way point, and then again at the
end, there shouldn’t be a substantial cost, as opposed to doing an annual audit.

Dever: Full fiscal audits are considerably more expensive than the agreed upon
procedures. It can be $15,000-$20,000 per audit.

Chairman Skarphol: What's the cost of the reports you're getting now, in comparison?

Dever: Haif or less. The statute currently requires us to monitor centers for a minimum of
six years and a maximum of ten, and we’re allowed to spend up to 2.5% of the funds
appropriated each biennium, currently $375,000, and we've used less than $50,000, so
nowhere near the allowed amount.

Chairman Skarphol: What will change with the name change from Workforce
Enhancements Grants to Centers of Workforce Excellence?

Dever: Mainly rebranding. As presented in HB 1018, it would continue to be the
Workforce Enhancement Council, they can make recommendations to Commerce, and the
Commerce commissioner makes the final determination of awards.

Chairman Skarphol: Centers of Workforce Excellence has a million dollar increase.
Dever: That puts it back at the funding level of the 07-09 biennium.

Chairman Skarphol: We have discussed the commitment that we made in '05 for $50
million. We are calculating there is $60 million today. Centers of Excellence has not
become self supporting, so the sense is it may go away. We might give the Commerce
Department some dollars for investing in critical situations and allow for the accumulation of
those dollars. We anticipate there will be a profit involved from this investment, instead of
constantly giving away grant money and never realizing a return. What do you think of that
concept?

Govig: We think the current program is an excellent program and should be continued.
There are benefits to the state. As far as having some type of revolving structure, we have
seen that work out very well.

Chairman Skarphol: We would like to see more of that, and less of the grants.
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Rep. Hawken: We don't all agree on ali the points of that, but regardless of what it is
called, we seem to have moved away from the initial goals of the program. | want to see
you continue the good works, though, because there are valuable parts.

Chairman Skarphol: How much is in the development fund for you to work with today?

Dean Reese, CEO, North Dakota Development Fund: As of January 1, 2011, had
approximately $13.5 million, projected cash availability. Based on our commitments, |
project as of June 30, 2011 it will be about $8.6 million to go into the new biennium. We
average about 6-6.5 million in projects per year, for the last three years, and we pay all our
costs through our revenues generated. Any excess goes back into the projects in the state
to hopefully create additional jobs and wealth for our state. We have not asked for any
additional funding because we're in a strong position.

Chairman Skarphol: You either take an equity position or somehow loan the money, and
help get new businesses up and running. Can you give us a breakdown of the number of
businesses that you actually helped facilitate and how many have been successful?

Reese: We average about 26 to 32 projects a year, but going back to 1991 when we were
created | would say we've helped about 464 businesses. About 67-72% are still operating.
| believe the original intent was to have this turn into a revolving fund, which | think it has.
We've netted about $27 million of funding and today have vested about $85 million.

Chairman Skarpho!l: Most new businesses are not successful. How do you rank the risk?

Reese: We have a risk rating system that goes from one to six. We look at management,
experience, market they are entering, capital, etc., and we use consultants if we need to.
We're not a bank, and our loss rate at the fund is about 17.5%. My goal is between 15-
25%.

Rep. Dosch: Differentiate what you do and what Centers of Excellence do.

Reese: They're there for the industry, as a hub, in energy, IT, etc. We need to work with
them to grow them and get them out of the university system and move them into the
commercial world. From the development fund standpoint, we work with them in the seed
capitol area, get them into the first stage to commercialize their idea, and get their product
into the market. We help from the funding standpoint.

Govig: We see funding from different sources at different time frames. Centers of
Excellence is the beginning stage. The development fund comes in at the later stages.

Chairman Skarphol: At the beginning of the development fund, there were more
significant failures than there are today, more risk and more losses because of the early
policies. If we were to fund some type of beginning stage program, which Commerce
monitored, and was different than the development fund, that that fund could come in later
and complement, | think you could be more successful than you were in the early ‘90s.
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Reese: | would agree with you. | have a banking background, and funding is viewed
differently. My predecessors had a tendency to invest all their dollars up front, all at one
time. Dealing with a start-up, they generally don't need all that money up front; getting it in
stages is more useful to the business and cuts down risk to the fund. We have a better
success rate with this model.

Govig: Funding is just one part of the equation; the follow up after you fund, the
monitoring, is extremely important, and the development fund staff do an excellent job.

Rep. Hawken: In the Centers of Excellence program, there is usually a two for one dollar
match. Would you envision this counting as part of income on a new program?

Govig: You could have that type of parameter on a new program. Generally the
companies the fund deals with are bringing something to the table, some assets, cash,
equipment, buildings, etc.

Rep. Hawken: One of our concerns is we're not entirely sure there were that many jobs
created with Centers of Excellence. In the development fund world, do you look at how
many jobs are created or filled?

Reese: Yes we do. We send out job surveys and advance our dollars based on jobs
created, generally within a two year timeframe. There is a report recipients have to fill out.
We also look at the economic impact of that company.

Chairman Skarphol: Why shouldn’t the state benefit from making any investment over the
long term? It seems like the development fund is a break even situation, it's just self-
sustaining without growth. Is that correct?

Reese: | don't know that I'd agree with that. We received $27 million, but we've revolved it
to $85 million. We've covered ali the losses we've had, plus some return back to the fund.
If you took our revenues minus expenses and charge offs, our return is about .50%.

Govig: They also cover all their operating expenses with that.

Rep. Martinson: Why wouldn’t we want to give him the Centers of Excellence money?
Chairman Skarphol: | also wonder if we had given you the $60 million if we'd have had a
better return on our investment. You can substantiate what you have accomplished. We
have not been insistent enough, as legislators, that the Centers of Excellence do the same.

Govig: We feel the NDSU study verifies there have been significant good things
happening, but | know you have a disagreement with that.

Chairman Skarphol: | have a disagreement with who did the study, | don’t view that as an
objective third party.

Rep. Martinson: When you meet with the governor, talk to him about what we're talking
about here. We're not really talking about cutting your budget much, but doing some
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shifting, maybe some infrastructure things. You and the governor can say, we can either
help the committee, or hang tough and hope the Senate changes it, or we can suggest
changes. You can tell him we really don't like Centers of Excellence. It is not about
money, but about return. Get rid of the board and you make the decisions, if nothing else.

Recording error.

Chairman Skarphol: Is the committee inclined to do that, or do we want to remove it
altogether? This would be similar in nature to a Centers of Excellence entity, from my
perspective.

Rep. Dosch: | see no purpose to merge it in, given the direction of the committee. | think
we just leave it out and vote on the bil! as it is.

Rep. Hawken: One of the programs we were talking about was real high risk, and one was
less. Isn't that what we're still talking about here?

Chairman Skarphol: One is to an individual, one is a grant program to technology based
businesses. We'd leave the flexibility to the commerce department.

Rep. Dosch: For the section of the bill we were talking about, | understocd it that if they are
awarded $50,000, and if in fact they are successful, then they have to pay back $100,000.
These are such high risk, though, nine out of every 10 will fail; the odds of us seeing any
money on this are almost nil.

Chairman Skarphol: | do think both have risk, they're both grant programs, one to an
individual and one to a company, both most likely technology based.

Govig: HB 1059 refers to technology start up businesses, and the other is individuals
moving new technology intoc commercialization.

Chairman Skarphol: What are the committee's wishes? We've talked about moving the
language without the funding....

Rep. Hawken: There was a motion and I'm the carrier.

Sara Chamberlin, Legislative Coum:ll There was a do not pass and move these sections
into HB 1018.

Chairman Skarphol: We may want to look at a change in the language, making them
permissive. Rather than creating them, give them the capability of creating.

Rep. Monson: My notes say that we moved to adopt the amendments to 1059, and moved
to amend section 1 into 1018, but it does say ‘shall administer' so if we do what you said,
we'd want to make that ‘shall’ a ma)i’ | move we further amend our previous amendment,
in section one of both 1058 and 1059 to say ‘may’ instead of ‘shall.’

Rep. Hawken: Second.
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Chairman Skarphol: Any discussion? If not, we'll do a voice vote. Motion carried.

Chamberlin: Moving on to the topic of Centers of Excellence, please see the handout
which explains changes made to HB 1018. See attachment 1.

Chairman Skarphol: Committee, are we committed to doing this? If we are, we need a
motion to remove sections 4, 5, 9, 11, 14, 15, 16, 17, 25, 27, and 30.

Rep. Martinson: | move.

Rep. Williams: Second.

Chairman Skarphol: We have a motion and a second. Discussion?

Rep. Dosch: My concern is the unintended consequences. | don't know the affect this has
on agreements and things already put in place. We have $50 million out there on various

projects, and I'm concerned about removing all references.

Chairman Skarphol: We would ask LC to provide us with a document with regard to that
prior to this going to full committee.

Rep. Monson: | feel confident that the way we're moving forward with this, any oid
agreements will be taken care of by whatever new infrastructure we put in place. Things
aren’t going to dramatically change as far as funding.

Chairman Skarphol: Voice vote motion carried. Section 7. Section 7 and Section 8 could
be combined into something. You should have another handout, see attachment 2a.

Chamberlin: | have a rough draft of what that might look like, if we incorporated that (into
1018). See attachment 2b.

Rep. Monson: On line 4, could we just strike the word ‘commission,” then it wouldn’'t matter
who did it, or is that too simple?

Chairman Skarphol: That would cover it, but on the next line we'd need to change
‘commission’ to ‘department.’

Rep. Monson: Looking at all the other sections of code in the attachment, some work will
need to be done on some of the other language in different sections of code, to get rid of the
word ‘commission.’

Chairman Skarphol: These are due to expire, so they'll go away by themselves. We
should say ‘department and the legisiative assembly.’

Rep. Hawken: How much of the post award monitoring does the commission actually do,
or do you (Dever) do most of that?

Dever: The department gathers the information and reports back to the commission.
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Rep. Hawken: Basically you are doing it already.

Chairman Skarphol: Does anybody have any consternation about any of these changes?
Rep. Dosch: I'm fine with them.

Dever: Letter h may not be relevant because Century Code was amended so it does not
apply to Centers of Excellence, back in 2007. Also, the business incentive accountability
law applies for a two year period only, and would have expired by now if entered into prior to
2007.

Rep. Monson: Are there still some business incentive funds out there that were awarded
that need to be monitored or accounted for, or is it all gone?

Dever: There were no agreements, just a potential for it. it was there in the case of a
Center of Excellence providing something of at least $25,000 value to a business.

Rep. Monson: Check on that to make sure there were not cases.

Chairman Skarphol: What about item b on page 1 of attachment 2b, does it cover that?
Could we incorporate both ideas into b?

Dever: Item h may not be necessary, but wouldn't hurt anything if left in. ltem ¢ should be
reworded to say ‘in compliance with’ ND Century Code.

Rep. Hawken: On item d, is there a specific timeline?
Dever: When they apply for these funds, they set forward a timeline.

Chairman Skarphol: We're amenable to suggestions on making this more succinct, so
long as we don't feel it's trying to circumvent what we’re trying to accomplish.

Rep. Martinson: Why don’t we give them a day to look at this.

Chairman Skarphol: I'm okay with that, and LC can make some draft adjustments as well.
That takes care of 7 and 8, let's move on to 26. We need to decide how much and what
we'll call it.

Inaudible section.

Rep. Martinson: | would like to make a motion on the transfer on the Great Plains Applied
Energy Research Center. | move we take $4.335 million from that section and appropriate it
to the BSC for the completion of the fourth floor of the National Energy Center of
Excellence, and that we appropriate $600,000 of that to the purchase of the Nakoma anti-
ballistic missile site, under section 21.
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Rep. Monson: | second that. That's the Stanley R. Mickelsen Safeguard Complex. |t
wouldn't be just purchase, but the whole development of the purchase for that project.

Chairman Skarphol: We have a motion and a second. Discussion? We'll do a roll call
vote. Motion carries 6-0-0. Anything else on this one? Have we covered the various
aspects needed at this point in time, in regards to policy? All right, thoughts on the dollars.

Rep. Hawken: | would like a little time before changing anything, but bottom line is $5
million in training and recruitment for early childhood.

Chairman Skarphol: Do you have an idea where we might find the $5 million?

Rep. Hawken: Yes, some of it. The grant portion is $400,000, and there are a couple other
places in there. It doesn’t quite get there, so it would depend how we move things.

Rep. Dosch: Then we should also have discussion about money for tourism, maybe for
advertising, and a portion committed to infrastructure. Last biennium we provided $2 million
for various infrastructure projects for tourism, and a portion, at least $1 million, of that needs
to stay in. You can find budget information on the green sheets, page 2 #11, and on the bill
itself page 2 lines 26-27.

Rep. Martinson: Second.

Sara Otte Coleman, Director, Department of Commerce Tourism Division: There are a
couple of options for that. We did work with the industry associations during the interim to
develop a plan for comparing and ranking large infrastructure projects, as required from the
bill last session. Another option is we have a small infrastructure expansion grant program
that has established guidelines, those may need to be revisited.

Chairman Skarphol: So you would envision an $800,000 large project aspect and
$200,000 small, of this $1 million?

Coleman: We can take a look at the best breakdown of that. We might want to keep larger
dollar amounts available for destination-type expansion or development projects. Every
year we get way more requests for grants than we can award on the small grant projects.
We look at need in a region, who can we partner with. We want to get away from
maintenance and deferred maintenance kind of projects. The intent is to open more
experiences and opportunities, rather than maintaining or fixing them.

Chairman Skarphol: Maybe if there were a deteriorating facility, it could be brought back
to a more suitable environment, it could become a potential destination in that area.

Coleman: Absolutely we would look at that, especially if they had a good track record.

Chairman Skarphol: Sometimes thére are some dollars there for grants, too. There may
be opportunities to do sharing or matching, if it's properly planned out.
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Coleman: Yes, there is synergy there and it could be beneficial to pool funds with others. |
will get you copies of the existing guidelines and the plan we put together over the interim.

Chairman Skarphol: Other points? Everyone comfortable with the budget
recommendation, with regard to the general funding taking place? We have a motion for
the $1 million for infrastructure for tourism. Any further discussion? Motion carries on a
voice vote. Further topics: let's move on to the ag products utilization funding. We had
some discussion about the ethanol motor vehicle fund and the declining trend. State mill
profits helped and seem to be logical.

Tammy Dolan, Office of Management and Budget: | have the list of beneficiaries of the
ethanol motor fuels. One is SBARE, which goes to grants to do research type products,
new and upcoming commodities, so it is part of the ag research budget. It's not in
commerce. It also goes to the ethanol incentive fund, which goes to commerce.

Chairman Skarphol: Like we used to pay to the ethanol plants at one time. Are we still
making those payments? To which plants?

Govig: Yes. We can send you the information of the most current payments we've made.
Right now it's a very small amount. The fund has been paid out, with the market the way it
is.

Dolan: Three entities get a share, and it's a declining revenue source, by almost 17% a
year. SBARE gets four cents of the refund, ethanol incentive fund gets one cent, and APUC
gets the other two cents.

Chairman Skarphol: And that two cents amounts to about $110,000.

Dolan: Based on my calculations of the decline, maybe that much for next biennium.
Chairman Skarphol: And the 5% figure from the state mill generated $600,000?

Dolan: That's correct for the last fiscal year. If they don’t make a profit, no money goes into
this fund, and it can’t be distributed out to the various entities.

Chairman Skarphol: Which side of the formula wouid {Department of Commerce) be most
comfortable with, the state mill profits, or the ethanol, or both? !'m just floating the idea, so
you aren’t stuck with a declining revenue source.

Dolan: | can put a schedule together on that, to show all the pieces.

Rep. Hawken: When it says in the detail ‘Economic Development Grants,” is that the
development fund? Looking at the OMB document, page 15.

Govig: That wouldn't be the development fund.

Dolan: Explained the amounts on the document.
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Paul Lucy, Economic Development and Finance Division, Department of Commerce:
There was a USDA grant award to APUC that if certain applicants qualify for those funds,
they can access the grant funds rather than general fund appropriations. It will go away at a
certain point if the funds aren’t expended.

Rep. Monson: | move we find $250,000 within this budget for Task Force 21 Committee at
Minot Air Force Base.

Rep. Martinson: Second.

Rep. Hawken: What are you proposing to do?

Rep. Martinson:: We gave Fargo and Grand Forks money last time, and we should have
included Minot. Minot will probably lose a missile wing with the new treaty, and this would

help them fund some of their activities.

Chairman Skarpho!: Further comments? We have a motion and a second. Motion carries
by voice vote. Anything else? We will break.
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Explanation or reason for introduction of hill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the the
department of commerce; to create and enact a new chapter to title 17, a new chapter
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code,
relating to the biofuel blender pump incentive program, centers of research exceltence
program, centers of entrepreneurship excellence grants, and the internship fund; to
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04,
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North
Dakota Century Code, relating to the North Dakota development fund, incorporated,

. centers of excellence program, the office of renewable energy and efficiency, and
centers of workforce excellence grants; to provide a continuing appropriation; to
provide exemptions; to provide for transfers; to provide an effective date; to provide
an expiration date; and to declare an emergency

Minutes: You may make reference to “attached testimony.”

Chairman Skarphol: Called the Committee to order to discuss HB 1018 and asked the
Clerk to note that all are present, including Rep. Hawken who is slightly delayed.

We have a._copy of the listing of the proposed changes, see Handout # 1, prepared by
Legislative Council. It reflects the changes to Rep. Hawken'’s child care measures. On the
Green sheet p. 2, we have one item that we haven't talked about. Item # 10 adds four jobs
for American Graduate Programs which receive federal funding of $100,000. We have not
addressed this in the amendment. An advocate for this was the former Workforce director.

Rep. Dosch: (Not recorded) We ought to take it out.

Chairman Skarphol: We want to take out federal programs rather than continue with
them.

Rep. Williams: Adds funding for four jobs, the American Graduate Program which
. receives federal funding in 2009-'11. Did that just start in 20097

Paul Govig, Interim Commissioner: It started...... I am assuming it did.

Chairman Skarphol: Addressing OMB, can you tell us?
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Govig: Possibly, it started the biennium before. It is a recent program and the whole idea
is to be self sustaining. it has to find other funding sources.

Chairman Skarphol: If it were started last time, is it to continue the four that were created
or to add four more?

Govig: To continue what we have.

Tammy Dolan, OMB Analyst: Yes, itis. Itis not an expansion but to continue.
Chairman Skarphol: That is anticipated to be the last request?

Dolan: It would not require another request; it is taking longer to process.
Govig: Some information was provided on the different centers.

Chairman Skarphol: Addressing Dolan, Can you tell us what was in the budget in '09-
'"11? Was it $100,000 previously?

Dolan: The funding sources were from Workforce Investment Act (WIA) Governor's Set
Aside funding dollars, and some American Reinvestment and Recovery Act (ARRA)
funding. That was to get it started.

Sara Chamberlin, Legislative Council Representative: for the 2009-'11 funding there
was $67,870 of Federal funding for this program and some was received from WIA in the
amount of $33,935 and that came the Job Service. There was $33,935 that came through
the Department of Human Services through their federal vocational rehabilitation.
Chairman Skarphol: None of that money is available? That would be about $133,000.
Chamberlin: $670,870.

Chairman Skarphol: That is the two sources of the money, not in addition.

Rep. Dosch: (Not recorded). Move to take it out

Rep. Williams: Second

Voice Vote: Motion carries

Rep. Dosch: On the first page of the green sheet, item # 3, the onetime funding of
$125,000. My notes say that is for testing adults.

Chairman Skarphol: My notes say that it is primarily for promotion of to create employer
awareness of the value of WorkKeys. They got $50,000 for promotion to the public.
$50,000 for promotion to employers and $25,00 for test administration. We allow for
students, corrections.... Itis to advise employers. it is not for profiling of employees.
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Govig: An information sheet on Workkeys was distributed. It is for promotion to employers
and job seekers also.

Chairman Skarphol: What are the wishes of the committee?

Rep. Dosch: Move to remove $125,000

Rep. Monson: Second

Voice Vote: Motion carries

Rep. Dosch: How about # 6 on that same page, p. 1 on the green sheet?

Chairman Skarphol: One time funding for the Indian business office.

Rep. Dosch: That is doubling another budget. | believe the Tribes have resources that
they can trap from like the casinos, the ones pumping the oil and get a few dollars from
chﬁve. to remove ltem # 6.

Rep. Williams: Second

Voice Vote: Motion Carries

Chairman Skarphol: Is there anything left on this budget that we need to do.

Chamberlin: On the other proposed changes, items # 1 and 2. There was discussion of
reconsidering those or including the language within the bill.

Chairman Skarphol: That was the language in HB 1058 and HB 1059, earlier we were
going to move it in there with the idea that we were going take out Centers of Excellence.
Do you want to leave this in there because Rep. Hawken carried this on the floor with that
premise?

Rep. Hawken: That is the motion that this committee passed, if we are not doing that, it
is wrong for this committee to change that.

Chamberlin: Explains changes from: The Department shall and it was changed to The
Department may for both items.

Chairman Skarphol: We don't need to take action on that at all. Currently we are at $8M
less in Centers of Excellence, net.

Chamberlin: Refers to handout # 1, p. 2.
Rep. Hawken: There should be some money in it. | don’t know what that number is.

Rep. Williams: It is the discretionary fund, we don't know what the number is.
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Chairman Skarphol: We are talking about a pool of money for them to invest in the
Centers of Excellence. According to this the $8.134M that we are down.

Rep. Martinson: We took out $13M (No recording).

Rep. Monson: Move to add $5M

Rep. Hawken: Second

Roll Call Vote: 3-3-0 Motion carries.

Rep. Dosch: What are the parameters for that? We are putting in money but ...

Chairman Skarphol: We would have to put in the parameters before we kick this bill out
of here.

Rep. Monson: Are we ready to do that? How much time do we have?
Chairman Skarphol: Let's do a Roll Call vote on $5M.

Rep. Williams: |t is discretionary money. How do you set up a framework to use
discretionary money?

Chairman Skarphol: We would set some parameters that it must be invested in such as
technology ventures, with limitations.

Rep. Williams: What would happen if we didn't put parameters on it?
Chairman Skarphol: We would hope it would be invested wisely, and grow.
Rep. Williams: They don't grow.

Rep. Dosch: Without knowing the parameters, | could not support the motion.
Rep. Hawken: Motion

Rep. Monson: Second

Roli Call Vote: 5-1-0 Rep. Dosch Opposed, Motion Carries

Chairman Skarphol: What are the wishes of the committee? Send it out of here; hang on
to it until tomorrow?

Rep. Hawken: Do Pass as Amended.

Roll Call Vote: 5-1-0 Motion carries.
Meeting Adjourned
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the the
department of commerce; to create and enact a new chapter to title 17, a new chapter
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code,
relating to the biofuel blender pump incentive program, centers of research excelience
program, centers of entrepreneurship excellence grants, and the internship fund; to
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04,
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North
Dakota Century Code, relating to the North Dakota development fund, incorporated,
centers of excellence program, the office of renewable energy and efficiency, and

. centers of workforce excellence grants; to provide a continuing appropriation; to
provide exemptions; to provide for transfers; to provide an effective date; to provide
an expiration date; and to declare an emergency

Minutes: You may make reference to “attached testimony.”

Chairman Skarphol: The Committee was called to order to discuss HB 1018. We will
review decisions that we have made with regard to the close out or monitoring of the
existing Centers of Excellence.

Jennifer Clark, Legislative Council Legal Counsel: Indicates that her position is neutral
Referring to proposed Amendment # 1002, Section # 4. Amending Section 15-69-01,
which is the Centers of Excellence Chapter. Almost all of that, except for maybe the fund,
is scheduled to expire August 1, 2011. If you do nothing, it will all expire except for that
fund. There may be some problems with just letting it all expire. | have gone through that
chapter to work out what | think is the necessary. | did not consult with Commerce in doing
this, and they may have some opinions. It is my understanding that you wanted to change
the current duties of the commission to move that over to the Department of Commerce so
that we could let that commission expire. It is drafted accordingly. Also added some
language at Sara Chamberlin’s, (Legislative Council Representative) request to include the
agreed upon procedures language. That has to do with that change from annual audits for
post award monitoring to an audit at the midpoint and an audit at the end. On all other
years aliow them to do an agreed upon procedure.

. Continuing with Section # 4, pages #1-2 of Proposed Amendments 1002 of HB 1018.
Discussing the definition are all used in the remaining language. | have repealed these,
this chapter is all going to expire on August 1, 2023. This should get you through all of your
post award monitoring for your most recent awards, then it can all go away.
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Going on with Section 5 of the bill, which amends Section 15-69-04. Gotten rid of most of
that language and clarified what the Department of Commerce’s duties are. That is, to
administer the Centers of Excellence program which still exists because they are still
handing out that money over the time lines that they have made the awards. They will
administer the program, determining how to distribute the funds.

Chairman Skarphol: Remaining funds.
Clark: Correct.

Chairman Skarphol: In my world “remaining” needs to be in there. | don’t want them to
have any new.

Clark: | understand what you are saying and we have given away the award process.
From a legal standard, | don't know that that is necessary because we've taken away the
granting and the awarding. All that is left is the distribution of already awarded funds.
Continuing with Section 5 and moving on to Section 6. They are distributing those funds
and they are monitoring those centers. That is why we have kept those magic numbers in
15-69-04. The rest is all overstruck. Your subsection # 5, referring to page 3 of the
amendment. It is important language about the post award monitoring. It is put in a new
section. Moving on to Section # 6 of the bill draft, pp. 3-4, there is a note there that on the
effective date of this act, July 1, 2011, the Department of Commerce is going to step into the
shoes of the commission. We have contracts out with all of our centers that say that Center
is going to comply with the requirement to provide information to the commission. We want
to recognize the contracts state “Give it to the Commission”. But Department of Commerce
is stepping into the Commissions shoes as it relates to post award monitoring.

Rep. Hawken: Your question, as far as did the commission do it or did commerce do it.
Commerce doesn’t report to the commission so it isn't a change in function it is just wording.

Clark: Procedurally, the commission is delegating it to the department of commerce right
now. Substantively not much is going to change. The contracts say that they are working
with the commission. I've overstruck the language having to do with funding designations
and designations with centers because we are all done with that.

Continuing with p. 5, section # 8, here is where we move that post award monitoring
language because that is in existing law.

Subsection # 2, talking about the audit having to do with annual audits. And set the
minimums for those agreed upon procedures. Made a note that we will repeal this whole
chapter and that will take place on August 1, 2023. HB 1018 is a work in progress and
there are other amendments out there that you've approved. Need to bring to your attention
that other portions of this bill reference the commission. We need to either get rid of those
sections or change them because your commission will have expired. It will all have to be
melded together.

Chairman Skarphol: There is additional work to be done to get this to be complete.
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Clark: Sara told me that you had taken out some sections, 4, 5, 9, 11, 14, 15, 16, 17, 25,
27, and 30 in a previous amendment and those are the sections that refer to the
commission. If you do take them out we are OK in this bill.

Rep. Martinson: What you are saying that in this bill it is OK, but implying that in another
place it is not OK.

Clark: Yes, the interim Workforce Committee, a lot of the sections in this bill are also in
those interim committee bills which are in the Senate right now. We will have to work those
all out.

Chairman Skarphol: You will have to notify us of what needs to happen in the second half
if they come across.

Clark: Yes.

Rep. Monson: What happens if the Senate reverses everything we have here but we get
their bills and we turn around and take all the stuff out in their bills to match this one. There
will be a Conference Committee on how many different bills, here?

Clark: Historically, a lot of these bills have been pulled into the appropriations.

Chairman Skarphol: Visitors from Selfridge were recognized. You pretty much did
whatever was in this list as on page 5, item 3. A, B, C, D, E, F, G, H, |. that is just the
proper form for what is suggested here. You looked through the whole document here?
Clark: | did not.

Chairman Skarphol: The last paragraph on this page, do you have this....?

Clark: | do not.

Chairman Skarphol: It is the one that Gordy Smith handed out. | made a note, and to
make you aware of it, in the last paragraph on the second page, in the second line, the word
*audits”. Gordy said it should not be “audits” but “agreed upon engagements”. He did not
think that “audits” is the proper term.

Clark: My understanding was that the funds could be used for the audits.

Chairman Skarphol: And agreed upon engagements.

Clark: It wasn't my understanding that it was agreed upon procedures. If that is what is
intended, that needs to be changed.

Chairman Skarphol: | think we should do that, if we are going to prepare an amendment.
Prepare for both rather than one or the other.
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Clark: It might have been the understanding that the Centers had budgeted for an agreed
upon procedure but they had budgeted for an audit.

Chairman Skarphol: If you are confident that an audit addresses the situation.. ..

Clark: It does not cover those agreed upon procedures, so if it is to cover those agreed
upon procedures, | don'’t think it does. But when | saw the language initially, it was my
understanding that the centers knew that there was post award monitoring. They didn't
budget that based upon a full blown audit. That full blown audit is more expensive to
conduct. That is why they allowed granting those funds for the audit.

Chairman Skarphol: The cost of the agreed upon procedures is substantially less,
probably less of an issue.

Clark: There are people who have stronger opinions about it than | do. It was my
understanding of why when this language went in.
We can prepare those amendments for you.

Meeting Closed.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the the
department of commerce; to create and enact a new chapter to title 17, a new chapter
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code,
relating to the biofuel blender pump incentive program, centers of research excellence
program, centers of entrepreneurship excellence grants, and the internship fund; to
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04,
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North
Dakota Century Code, relating to the North Dakota development fund, incorporated,

. centers of excellence program, the office of renewable energy and efficiency, and
centers of workforce excellence grants; to provide a continuing appropriation; to
provide exemptions; to provide for transfers; to provide an effective date; to provide
an expiration date; and to declare an emergency.

Minutes: You may make reference to “attached testimony.”

Chairman Skarphol: Some of the petroleum folks would like us to change what is eligible
on p. 12 of HB 1018. We have not taken action on that particular subject in this bill and
some would like us to incorporate the ability to use these dollars for new tanks and
plumbing because they are concerned about the underground tanks that they have in place
if they put this type of more corrosive product. Asking Mr. Rud to approach the podium.

Mike Rud, North Dakota Petroleum Marketers Office: What we are looking for is to take
the remaining state dollars, about $740,000 and use that for blender pumps but also for
marketers to use the available money for infrastructure should they choose to redo their
piping or their tanks to be sure they are compatible with the higher blends, to avoid any
disasters. The need for higher blends, to keep the public safe.

Rep. Martinson: Didn't we decide that if they had not applied by January 31 that money
would not be available?

Chairman Skarphol: | am looking for the document where we had committee action. The

. dollars do not reflect that we did anything.
Rep. Martinson: Since it ended on January 31, we would have to know how much it would
be.



House Appropriations Education and Environment Division
HB 1018

2/14/11

Page 2

Rep. Williams: On p. 2 of the budget, line 24. [t was not funded by the governor that is
why we did not touch in committee.

Chairman Skarphol: That is what was appropriated in '08, $1M. and there is some left
with uncertainty of how much.

Rep. Williams: We did not touch it in committee because we said it is not there.
Rep. Martinson: We said the program is over if they had not applied by January 31.

Rud: 1| understand that there is $740,000 of state and $255,000 of federal money left. |
think there is less, about $150,000 because there are people who are still in the process of
applying for these pumps. The date was extended by the government from stimulus. It
may be May of this year that they are not allowed to access it anymore.

Chairman Skarphol: Addressing Sara Chamberlin, Legislative Council Representative,
Was there any action on the blender pump issue?

Chamberlin: No

Chairman Skarphol: There was some discussion, however, on that handout dated
February 7 but there was never a motion made. Did Mr. Rud provide you with a proposed
amendment?

Chamberlin: | have a sketched amendment.

Rep. Hawken: Because of that discussion, | included that in transferring money for child
care. We did not.

Chairman Skarphol: The $740,000 still remains in this budget without being addressed.
Rep. Hawken: Mine went up to $1.6M so | still would like that money.

Chamberlin: The changes will be on p. 12 of the bill, line # 8. Cost share grants of up to
$5,000 is suggested to change to $25.000. Per pump is suggested to change to per retail
location. Moving on to additional changes as follows: On line 9 before biofuel is suggested
to change to for the installation of tanks, piping and biofuel blender pumps. On line 13 it
would read the verification of costs for tanks piping, biofuel blender pumps.

Chairman Skarphol: Those are the recommendations that we have.

Rep. Monson: $740,000 in state money from previous appropriation, plus $250,00 federal

dollars. '

Chairman Skarphol: That is not germane in this discussion because it is there regardless
of what we do.
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Rud: The federal dollars would become much harder for us to access. We would have to
go through some environmental assessments if we were to include all of the infrastructure.
We might have to forgo the federal dollars unless we can set them aside specifically for for
blender pumps. Use the $740,000 for tanking and piping and other equipment.

Rep. Monson: How many more facilities are planning to put in blender pumps?

Rud: About 15, and more if their tanks and pipes were compatible to higher blends.

Rep. Monson: if we were to adopt this amendment, on line 8 where we went from $8,000
to $25,000 | would be upset if | got $5,000 because | was on the ball and did it right away.

Rud: There is more and more concem about the compatibility issues. Some did sign up
and had pumps in place and were not adequate earlier and as we go to higher blends......

Rep. Monson: Could these people go back and reapply? Could they access that $5,0007?
Rud: By all means, they could go back and repair their pipes.

Chairman Skarphol: we've used $260,000 out of $1M, is that what we have used?

Rud: Itwas $1M in state and $1M in stimuius.

Chairman Skarphol: Our funds were available at $5,000 [per pump. And how many
pumps got put in? Apparently 50 some at $5,000 a throw can burn up $250,000..

Dolan: The estimated carry over in this line is $740,000.

Chairman Skarphof: $260,000 would buy you 52 pumps. Can they buy more than one
pump per location?

Rud: Yes, 2% of that $2M total that was available, they could put at least four per site.
Chairman Skarphol: What is the average number of pumps you've got installed?

Rud: Three pumps per site.

Chairman Skarphol: That would be 14 locations at $25,000 a throw, would be $300,000.
Rep. Martinson: |s one pump one unit even if it has two or three nozzles on it?

Rud: That is one dispenser.

Chairman Skarphol: We are going to spend half of the money upgrading the ones we
already did it. Do you have enough people interested to use rest of it?

Rud: If you put this in place where they can access this money for infrastructure because
the people who signed off for the certification with the health department also signed off
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that if their sites are not compatible and they have a release then they can't access their
tank for cleanup. They have a concern about the cleanup because it is $.5M to $1M for
cleanup.

Rep. Monson: ['ve seen pumps that have E 85 and E 30 they are not really a blender
pump. In my mind you can pick a blender pump and say | want E 75, punch it in. Or are
you talking about a dispenser that says E 85 or E 30. Asks for clarification on what a
blender pump is.

Rud: You could probably have an E 10 E 30 and E 85. That is what we consider a blender
pump. You can’t dial up your own level.

Rep. Hawken: To get the price down, from the manufacturer, where is that?

Rud: A few installers set some money aside and brought the price of the blender pump
down to encourage folks to put the blender pumps in along with this program. There was
some movement in the Valley to get that done. Manufacturers may not be giving a break.

Rep. Monson: Did they think ahead and put in different tanks and pumps or did they take
the money, put in their own blender pumps and use their old tanks?

Rud: No one will take responsibility to install these blender pumps and certify these sites
and keep an eye on them to be sure they are up to speed. Some had bad information
because they wanted to sell a dispenser.

Rep. Monson: If we make the amendment to give out this $25,000, that we help these
guys get their pipes and their tanks before we go down the road with any new blender
pumps. This seems like disaster waiting to happen.

Rep. Martinson: Rep. Hawken could give us information on the child care portion.

Rep. Hawken: The recruitment and retention of child care workers as was piloted last
year and the total to do half of it is $5M. Where that money would come from currently is
$150,000 from the development loan fund, $400,000 for grants for early childhood facilities,
$150,000 from Child Development, $619,000 from the Division of Energy and $2M from the
Centers of Excellence imminent research and what was left over in the Great Plains Energy
bill which was $65,000. Without using any of the blender pump money. | visited with the
leadership and it is my feeling that at least $1M should be taken out of Human Services
because they take credit for all of this that is being done by Child Resource and Referral
who would be running this program. Currently there would be $1,615,759 that would be an
additional appropriation. The other two sources that | had were the blender pump fueling of
$750,000 and the $300,000 carry over in Agriculture Products and Utilization Commission
(APUC). The total wili be $5M.

Chairman Skarphol: To reach the $5M some would have to come from Human Services.

Rep. Hawken: Eventually, we don't have that bill to get it now.
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Chairman Skarphol: Excluding the blender pumps, what is the amount?
Chamberlin: Excluding the blender pumps woulid be $1,615,000. $3,384,241.

Rep. Monson: All the things that you added together, taking from what we had cut out,
this budget would increase by $615,000 and does not include the blender pump or the
APUC money.

Rep. Hawken: The budget would increase by $1.6M if we added those other two items. |
did talk to Rep. Carlson about this, moving forward. We talk about assisting petroleum
dealers; this is a desperate need for workforce. We just added $4M to the IT budget. This
is valuable and it should be continued for one year.

Sara Chamberlin: Because of the removal of $13M for Centers of Excellence, $2M of that
would need to come back in that was originally in the Centers of Excellence recruitment
grants. The next piece that would have to come back in is the remaining general fund
appropriation. Without the blender pumps funding that would be the $1.6M This would
general funds of the $2M and the $1.6M. Offers to print out the summary sheet.

Rep. Dosch: What did we fund them last time?

Rep. Hawken: We used stimulus money last time for the pilot.  Just shy of $4M.
Distributing handout # 3.

Chairman Skarphol: [f we do this, what can we do with the $830,000 that is in the
extension budget for kindergarten.

Rep. Hawken: They are totally different programs. Explains the need for the funding.
Research shows that there is a payback.

Chairman Skarphol: What can we do with the $1M that is in the education bill that we will
have to fund Head Start? Would this address the same issue as Head Start?

.Rep. Hawken: Yes, it addresses the same issue but for a different population at a
different time in their lives. | have a chart that shows all of the different agencies involved
and how it ties together. This group is currently working so that we don’'t do duplication but
a seamless piece. All will be working together, so that we will not be duplicating.

A place to provide quality child care is needed if workers are going to come to the area.
This helps our state grow. This is a workforce program.

Chairman Skarphol: The frustration is that if we could get them all in the same room at the
same time, we could save some money.

Rep. Hawken: That is exactly what we are doing but we are doing it without legislation.
In the next couple of weeks there will be an outline where we have cut from one board to
three, the Department of Human Services, DPl, the Health Department, Extension,
Commerce and the governor's office ali working together on these early childhood issues
so we are not duplicating. We have areas that are rural, a bigger poverty area. The
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workforce area is what this would address and why it is in Commerce. You're training
childcare centers and in the home. They pay taxes, at one time they were the sixth largest
industry as far as paying taxes in the state. The people who are the worker bees need a
place that they feel comfortable with for their children. Quality childcare for the workers
makes a difference in how you can attract a workforce. The first focus at the time of
pregnancy is what kind of child care is available. People don’t come here if they can not be
certain of quality child care. It is a piece that makes our state grow. It is considered as a
social program but it is a workforce program.

Rep. Martinson: Move $1,615,759 general fund appropriation.

Rep.Hawken: Second

Rep. Dosch: | will vote against this motion. | would have no problem doing everything but
the $1.6M . We are increasing spending over and above the Governor and if Rep. Hawken
can get that out of Human Services, great. Right now simply adding additional, if we can't
find the money, | can't support it for $5M.

If we can take out the $1.6M

Rep. Monson: Will support this with the hope that $1.6M will be found in Human Services.
Motion Carried: 5-1-0, Opposed by Rep. Dosch.

Chairman Skarphol: We are down to $8M that we have removed here.

Rep. Monson: Move to make changes to blender pump, that allow the pipes and the
tanks and somewhere in legislative intent that we put in a bunch more blender pumps they

go back and address issues that are going wrong with what might be done.

Rep. Martinson: | hope that in five to ten years when the subsidies are gone and ask for
money to remove them all.

Rep. Dosch: Second

Voice Vote, motion carries.

Chairman Skarphol: We did have a motion with regard to the Nekoma project, the Great
Plains Applied Energy Research Center. We have since taken that money for the Bismarck
State work and moved it into the higher ed budget. | assume the $600,000 is still
appropriated, based on our motions.

Chamberlin: Affirms.

Chairman Skarphol: The motion that you reference on # 3 of this handout takes a care of
all of the issues in #s one and two, correct?

Chamberlin: The committee would need to decide what to do on One and Two because
there was a motion to include the language in HB 1058 and HB 1059 in HB 1018 for
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Commerce. What needs to be decided is, the funding that was provided for Centers of
Excellence of $13M has now been reduced to the $11M remaining. The committee has not
acted on removing funding from the bill or changing. There has been a motion to remove
the sections related to the Centers of Excellence but the a[appropriation in Section still
remains. It has been reduced now to $11M. $2M of that is for the Child Care.

Chairman Skarphol: We appropriated general funds so the actual amount remaining, if
you were to deduct the $1,615,790 would be less.

Chamberlin: Correct, that full piece was to come from what was appropriated for Centers
of Excellence. Doing the calculation :

Chairman Skarphol: Have we made the motion to put the new language from the auditor's
office in here?

Chamberlin: No, suggested by legal staff, Jen Clark as well as ....

Chairman Skarphol: There was an amendment that was presented? It is 1002 (See
attached amendment). This would accomplish everything on this sheet that hasn't been?

Chamberlin: This amendment only relates to Centers of Excellence. It also incorporates
what the auditors office recommended.

Rep. Martinson: Addressing Chamberlin, Where is the $600,000 for Nekoma?
Chamberlin: There hasn’t been an amendment prepared for that yet, but it is included.

Chairman Skarphol: Amendment 1002 would include the language that is required in HB
1060and what else?

Chamberlin: This amendment is what legal staff is recommending replacing what has
been removed for Centers of Excellence. It allows the Department of Commerce to
continue monitoring and disperse of any amounts that have not been awarded.

Chairman Skarphol: With regard to amendment 1002, what are your wishes?

Rep. Dosch: Move to accept the adoption of the Amendment 01002.

Rep. Martinson: Second

Roll Call Vote: Motion carried: 6-0-0.

Chairman Skarphol: Now we ha\)e the issue of what kind of doilars to leave in the
Department of Commerce for investment. We are down to under $8M in reductions.

Rep. Monson: This would be the substitute pool of money so that they could continue new
Centers of Excellence but under new and tighter guidelines administered through the
Department of Commerce.
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Chairman Skarphol: We were going to give them a pool of money to have available to
invest. If they are unsuccessful in gaining a profit, it would go away. Our commitment to
the Centers of Excellence has been met.

Rep. Dosch: We have no guidelines; do we pass it out of here with no money and
establish parameters in full committee?

Rep. Williams: What denomination are we talking about?

Chairman Skarphol: We have never discussed a number. They are in shock. We can
wait for the other side of the body to see what they can do with it.

Rep. Hawken: It would be nice if we put some money in.

Rep. Monson: It is the Senate’s turn. Commerce knows what our discussions have been
and can present it to the Senate. | am comfortable sending it out the way it is.

Chairman Skarphol: We are not ready to take action. Any other potential changes?

Break for the day.
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A BILL for an Act to provide an appropriation for defraying the expenses of the the
department of commerce; to create and enact a new chapter to title 17, a new chapter to
title 54, and two new sections to chapter 54-60 of the North Dakota Century Code, relating
to the biofuel blender pump incentive program, centers of research excellence program,
centers of entrepreneurship excellence grants, and the internship fund; to amend and
reenact sections 10-30.5-02,15-69-01, 15-69-02, 15-68-03, 15-69-04, 15-69-05, 15-69-06,
54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North Dakota Century Code, relating
to the North Dakota development fund, incorporated, centers of excellence program, the
office of renewable energy and efficiency, and centers of workforce excellence grants; to
provide a continuing appropriation; to provide exemptions; to provide for transfers; to
provide an effective date; to provide an expiration date; and to declare an emergency.

Expianation or reason for introduction of bill/resolution:

Minutes: You may make reference to “attached testimony.”

Chairman Delzer: Calling the Committee to order to discuss HB 1018, the Department of
Commerce budget.

Representative Skarphol: | move we adopt amend .01001.
Representative Monson: Second.

Representative Skarphoi: Discussion of the amendment beginning on pg. 8 to talk about
the money first. There was $2M in infrastructure grants in the last biennium, $1.5M fro
Lewis and Clark Foundation Grants, $500,000 for the Theodore Roosevelt Foundation
Grant. The committee approved $1M be left in the budget for that purpose. The Minot Air
Force Base realignment grant, #3 is to remove centers of excellence removing $13M. That
will take about 13 pages out of the bill. Name change pg. 8 will remain the Workforce
enhancement funding mechanism Federally funded is the jobs for America's graduate
program, discontinued. WorkKeys program for $125,000 is removed, $100,000 for the
Indian Business office. All of that added together resulted in an $8,459,691 general fund
reduction in this budget. We did remove the division of energy, centers of excellence.
Page 4 of the bill has some fanguage changes and the process of auditing to the Agreed
Upon Procedures. The agreed upon procedures are delineated in pp. 4-5. A change in the
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blender pump item includes infrastructure upgrades, reading from pg. 12 of the
amendment.

Chairman Delzer: Does this mean the same ones that have done the pumps will get
another grant to do their piping?

Representative Skarphol: We hope there is some monitoring of the appropriateness of
that, we did not increase or appropriate new money. We allowed to carry forward money
that was left from the program, $740,000.

Chairman Delzer: Was the federal money used first?

Representative Skarphol: Most federal and general fund money available, most of the
federal money is going to be used up and this is what will be left of that. At $14,000 a piece
to be divided into $740,000 it is comes out at 52 which is in the area of the number of
retailers who may have an interest in doing this.

Chairman Delzer: You're leaving it up to the commerce department to determine who
receives grants. '

Representative Skarphol; We didn't tighten up any language there.

Chairman Delzer: It seems the old language had a maximum per location of $40,000.
Representative Skarphol: The old language was they could have $5000.

Chairman Delzer: Is that language |n here?

Representative Skarphol; It's not in here now. There was discussion on ag product
utilization. There is a $203,000 general fund increase to ag products in the last biennia
there was a change to fund ag products on a 5% of the profits of the State Mill at $600,000.
There was the availability for $738,000 of Ethanol motor vehicle fuel tax, ending in about
$110,000 after all distributions. The energy office is gone. We continued the internship
program.

Chairman Delzer: Did you make any increase in the Trade Office?
Representative Skarphol: $489,000 for the Trade Office, it was not changed.

Chairman Delzer: Did you change anything in the amount that they have to use that?
Where is that at?

Representative Skarphol: The same language that was in last time is in this time. Page
21 of existing bill, section 9 we removed the following sections with our amendment: 4, 5,
9 11, 14, 15,18, 17, 25, 27, and 30.

Chairman Delzer: In the sections you added, they relate to the monitoring of the grants.
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Representative Skarphol: We did add in the language that we said on the floor, it was
1058,1059 that are reflected in the amendment on p. 5-6. We did authorize the $600,000
for the Anti Ballistic Missile Site at Nekoma. Calling on Rep. Monson to speak to that.

Representative Hawken: Early Childhood see attachment #1. This program was in place
last session for workforce development and we are training the childcare workers so that
we can retain them and those businesses pay taxes into our general fund. The second
piece is the workers who need childcare have a quality place for their children. The
program in the last biennium was extremely successful. The training program is what is
being created, provided on line and get a certificate. Money was moved around within the
Commerce Budget as to Childcare grants and loans. From last session there was
$450,000 for child development credentials that would come out of the money now. The
eminent researcher grant was another source of funding. The remaining funding should be
paid for by Human Services for the mandate by law. This is not the same as the Extension
Bill, it is a place for workers and their children.

Chairman Delzer: Changing the language at all from HB 1418. Are you changing the
program or expanding? Is there a requirement for matching funds?

Representative Hawken: There are requirements for matching funds in some instances,
not all. Moving forward it should not need the funding it needs right now.

Chairman Delzer: What kind of limits are there on grant amounts per each?

Representative Hawken: The grant amount piece is pretty much gone....childcare isn’t
like building houses or running a farm, there is a business component, there is a training,
retention, recruitment component to increase the number of day care providers in the state.

Chairman Delzer: Could you put together a one page sheet that shows the funding and
where it goes.

Representative Hawken: Yes | can

Representative Monson: AMB missile site or SRMSC see attachment 2 and 3. Min 1900
The local community has kicked in a lot of money to date, as a match. Min 2300. It was
intended to be a part of the Centers of Excellence.

Chairman Deizer: | thought they were going to do an Unmaned Vehicle Site out of Grand
Forks.

Representative Monson: They are...part of the reason for this is there is cleared air
because it was an air base and a missile site. It was sited to keep that space very clear.
Not that much cost. There would be a museum piece and much as with the Offensive
Missile Site we have now.

Chairman Delzer: What if the pufchase price cannot be attained, does it return to the
general fund?
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Representative Monson: Yes, since it is through commerce

Chairman Delzer: About half way through attachment 2 you've got $3-$5M needed to
clean up heavy metal pollution.

Representative Monson: That has to be done before they can sell it. Not many people
are interested in something like this so it pretty much has to be a government entity. No
other branch of the military needs it, so the next people that can buy it would be a
government entity.

Chairman Delzer: Who would the owner be?

Representative Monson: [t would be up to commerce to decide how they want to do that.
Chairman Delzer: questions by the committee

Representative Skarphol: Going back to early childhood grant information on pg. 10 of
that amendment. Reading item # 10. There are some loans still available as dileneated on
pg. 9 of amendment #1001 to bring the total to $5M.

Chairman Delzer: Further questions

Amend adopted by voice vote

Chairman Skarphol: Move Do Pass as Amended

Rep. Monson: Second

Representative Nelson: When the Governor talked about the Energy Office, weren't they
combining renewable energy office? Are they still in exiastance?

Representative Skarphol: This was a new entity.

Chairman Delzer: it was all for new FTE for a new office and no new movement within
Commerce.

Representative Nelson: Maybe that was in his description, but | wanted to be clear
Chairman Delzer: | don't believe there’s any reduction

Vice Chairman Kempenich: The renewable is just an advisory board

Representative Nelson: And they're still in existence, they weren't taken out?
Representative Skarphol: There is still an office of renewable energy within the
Commerce Division of Community Services. As a committee we felt we met our

commitment to the Centers of Excellence program. We had committed to $50 million and
we are at $60M plus today. |t is expected to build on its own.
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Chairman Delzer: There are parts | agree with, and parts | do not agree with. There are
some pretty creative things going on here, which we've done in a number of budgets.

Representative Skarphol: We tried to be as étraightfowvard as we could with this.
We feel we put this in the place it should be.

Roll Call Vote: 18-1-2. Opposed by Chairman Delzer.
Carrier: Rep. Skarphol

Meeting adjourned.
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0 FISCAL NOTE
Requested by Legislative Council
04/08/2011

Amendment to: Engrossed
HB 1018

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2009-2011 Biennium 2011-2013 Biennium 2013-2015 Biennium
General Fund| Other Funds |General Fund| Other Funds |General Fund| Other Funds

Revenues
Expenditures
Appropriations

18. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2009-2011 Biennium 2011-2013 Biennium 2013-2015 Biennium
School School School
Counties Cities Districts Counties Cities Districts Counties Cities Districts

2A. Bill and fiscal impact summary: FProvide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

In addition to the appropriations contained in HB 1018, this amendment creates a new income tax credit for purchases
.9 of machinery and equipment used to automate the manufacturing process.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have
fiscal impact. Include any assumpltions and comments relevarnt (o the analysis.

Section 15 of HB 1018 creates a corporation and individual income tax credit for certified primary sector businesses
equal to 20% of the cost of purchasing equipment for automating the manufacturing processes. The total amount of
tax credits for automation is limited to $2 million per tax year. The effective date and expiration date in section 40 of
the bill would have this tax credit effective for the 2012, 2013, and 2014 taxable years. This could result in a reduction
in state general fund revenues of up to $2 million for the 2011-13 biennium, and up to $4 million for the 2013-15
biennium. The actual amount of automation expenses that will qualify for the credit cannot be determined.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amourts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounis included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide delail, when appropriate, for each agency, line
iterm, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detaill, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relales to a

. continuing appropriationn.
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Justin Dever

Agency: Department of Commerce

Phone Number:

328-7258

Date Prepared: 04/11/2011




Date: Qﬂw‘z .Z 0 [/

Roll Cali Vote #: |

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. #if2 /0/¥

House  Appropriations — Education and Environment Committee

] Check here for Conference Committee

Legislative Council Amendment Number f-J

Action Taken: [X] Do Pass [ ] Do NotPass [ | Amended [ ] Adopt Amendment

[] Rerefer to Appropriations [ | Reconsider

Motion Made By :’8/;-, W((ﬂt,, Yy Seconded By | /af' )/z,/z,f(ur/ﬂ%/

No Representatives Yes | No
Clark Williams d

T

&
[

Representatives
Bob Skarphol
Kathy Hawken
Mark Dosch
Rep. Martinson:
David Monson

PP

Total (Yes) b No O

Absent D

Floor Assignment

if the vote is on an amendment, briefly indicate intent:



Date: 2/15/11
Roll Call Vote #: 1

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. 1018

House Appropriations — Education and Environment Committee
[] Check here for Conference Committee

Legislative Council Amendment Number

Action Taken: < Do Pass [ ] Do Not Pass [] Amended [] Adopt Amendment

[ 1 Rerefer to Appropriations [ ] Reconsider

Motion Made By _Rep. Monson Seconded By Rep. Hawken
Representatives Yes | No Representatives Yes | No

Chairman Bob Skarphol X Clark Williams X
Vice Chair Hawken X
Mark Dosch X
Rep. Martinson: X
David Monson X

Total (Yes) 3 No 3

Absent O

Floor Assignment
Chairman Skarphol

If the vote is on an amendment, briefly indicate intent:
To add $5M
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Date: 2/15/11
Roll Call Vote #_2.

2011 HOUSE STANDING COMMITTEE ROLL CALIL VOTES
BILL/RESOLUTION NO. 1018

House Appropriations — Education and Environment Committee

[ ] Check here for Conference Committee

Legislative Councit Amendment Number

Action Taken: [X] Do Pass [ ] DoNotPass [ | Amended [] Adopt Amendment

[ | Rerefer to Appropriations [ | Reconsider

Motion Made By Rep. Hawken Seconded By Rep. Monson

Representatives Yes | No Representatives Yes | No
Chairman Bob Skarphol X Clark Williams X
X

X

X

Vice Chair Hawken
Mark Dosch

Rep. Martinson:
David Monson

Total (Yes) 5 No 1
Absent O
Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To Add $5M
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February 16, 2011

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1018
Page 1, line 1, remove the second "the"
Page 1, line 2, after "enact" insert "section 15-69-07 "
Page 1, line 2, after the first comma insert "and”
Page 1, line 2, remove "chapter to title 54, and two"
Page 1, line 3, replace "new sections to chapter 54-60" with "section to chapter 54-60"
Page 1, line 3, after the second "the" insert "centers of excellence program,”
Page 1, line 4, remove "centers of research excellence program, centers of entrepreneurship”
Page 1, line 5, remove "excellence grants,”
-Page 1, line 6, remove "15-69-02, 15-69:03."
Page 1, line 6, after the fourth comma insert "and”
Page 1, line 6, remove ", 15-69-06, 54-44,5-09, 54-60-21, 54-60-22,"
Page 1, line 7, remove "and 54-60-23"
Page 1, line 8, after the second comma insert "and"”
Page 1, line 8, remove ", the office of renewable energy and"
Page 1, line 9, remove "efficiency, and centers of workforce excellence grants”

Page 1, line 9, after the first semicolon insert "to repeal chapter 15-69 of the North Dakota
Century Code, relating to the centers of excellence program;"

Page 1, replace line 22 with:

"Operating expenses ' 14,478,272 {595,012) 13,883,260"
Page 1, replace line 24 with:

"Grants 65,411,058 851,936 66,262,994"
Page 2, replace line 1 with:

“North Dakota development fund 0 250,000 250,000"
Page 2, replace line 3 with: |

"Workforce enhancement ' 0 2,000,000 2,000,000"
Page 2, remove line 6 '{‘

Page 2, replace line 8 with: .

"Partner programs 2,022,044 0 2,022,044"

Page No. 1 11.8160.01001
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Page 2, remove line 9

Page 2, replace line 11 with:

"Total all funds $97.672,773
Page 2, replace line 13 with:

"Total general fund $28,008,303
Page 2, replace line 14 with:

"Fuli-time equivalent positions 68.00
Page 2, replace line 20 with:

"Workforce enhancement fund

Page 2, remove lines 21 through 23

Page 2, after line 27, insert:

"Tourism infrastructure grant

Page 2, replace line 28 with:

Child care grants and loans

Child care service providers

recruitment, training, and retention grants"
Page 2, replace line 29 with:
"Centers of excellence
Page 2, after line 30, insert:
"Minot air force base realignment grant
Page 3, replace line 2 with:

"Total all funds

Page 3, replace line 4 with:

"Total general fund

$28,591,967

$9,623,500

$1,000,000

1,820,000

0

18,500,000

$99,064,635

$30,470,000

Page 5, line 10, overstrike "(Effective through July 31,"

Page 5, line 10, remove "2021"

Page 5, line 10, overstrike the boldfaced closing parenthesis

.25

>

$126,264,740"
$37,629,803"
68.25"

$2,000,000"

1,000,000"

370,338
4,935,000

Ofl
250,000"

$33,052,088"

$8,555,338"

Page 5, line 16, after "4." insert "'Department”" means the deparfment of commerce,

ill

Page 5, overstrike lines 17 through 25

Page No. 2
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Page 5, remove lines 28 and 29

Page 6, remove lines 1 through 31

Page 7, remove lines 1 through 31

Page 8, remove lines 1 through 5

Page 8, line 8, overstrike "(Effective through July 31,"
Page 8, line 8, remove "2021"

Page 8, line 8, overstrike ") Application - Eligibility requirements” and insert immediately
thereafter "Centers of excellence program"

Page 8, line 9, overstrike "1."
Page 8, line 9, overstrike "provide center application forms, accept”

Page 8, overstrike lines 10 through 20 and insert immediately thereafter "administer the centers
of excellence program,” '

Page 8, overstrike lines 24 througp 30

Page 9, overstrike lines 1 through 23

Page 9, line 26, overstrike "(Effective through July 31,"

Page 9, line 26, remove "2021"

Page 9, line 26, overstrike the boldfaced ciosing parenthesis

Page 10, line 2, overstrike "poard" and insert immediately thereafter "depatment”

Page 10, line 4, overstrike "commission's" and insert immediately thereafter "department's”
Page 10, line 8, overstrike "commission" and insert immediately thereafter "department”

Page 10, line 7, remove "Instead of requiring annual audits under this subsection, the"

Page 10, replace lines 8 through 13 with "Effective on the effective date of this Act, the
department shall assume the postaward monitoring duties previously fulfiled by the
commission and the center shall provide the department, rather than the commission.
with the information necessary to monitor the postaward activities of the center.”

Page 10, line 14, overstrike "commission directs the"

Page 10, line 14, overstrike "to distribute" and insert immediately thereafter "distributes”
Page 10, line 15, overstrike "commission" and insert immediately thereafter "department”
Page 10, line 23, overstrike "In making funding recommendations”

Page 10, overstrike lines 24 through 26

Page 10, line 27, overstrike "commission shall direct the”

Page 10, line 27, overstrike "to" and insert immediately thereafter "shall"

Page 10, line 29, overstrike "commission"” and insert immediately thereafter "department”

Page 11, line 2, overstrike "commission may"

Page No. 3 11.8160.01001
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Page 11, line 3, overstrike "direct that the"
Page 11, line 3, after "commerce"” insert "may"

. Page 11, line 4, overstrike "commission" and insert immediately thereafter "department”
Page 11, line 5, overstrike "commission” and insert immediately thereafter "department"
Page 11, line 6, overstrike "commission's" and insert immediately thereafter "department's"
Page 11, line 6, overstrike ", which"
Page 11, overstrike line 7

Page 11, line 8, overstrike "centers of excellence forums" and insert immediately thereafter
"related to this program"

Page 11, remove lines 11 through 18
Page 11, after line 18, insert:

"SECTION 7. Section 15-69-07 of the North Dakota Century Code is created
and enacted as foliows:

15-69-07. Centers of excellence postaward monitoring.

1. For no fewer than six vears and no more than ten years following center
designation, the departiment shall monitor a center's activities in order to
determine whether the center is having the desired economic impact.

2. Instead of requiring annua) audits under subsection 2 of section 15-69-05
the department may require that the center be audited on all funds
distributed to the center under this chapter at the halfway point of the
postaward monitoring and at the end of the postaward monitoring and that
for all other years during the postaward monitoring the center contract with
an independent accountant for an agreed-upon procedures engagement. A
center may use funds distributed to the center under this chapter to pay for
audits required under subsection 2 of section 15-89-05 or for an
agreed-upon procedures engagement.

3. At a minimum, an agreed-upon procedures engagement under subsection
2 must include:

a.  Verification of the accuracy of jobs data regarding jobs claimed related
by the center, distinguishing between the creation of private sector
jobs and jobs within the institution of higher education;

b.  Verification of compliance with the centers of excellence program
matching fund requirements;

¢c. Verification awarded center funds were used for authorized uses:

d. Verification the center complied with the center's aggiiéation timeline
and any authorized revisions:

e.  Verification the center complied with the center's scope of activities as
w provided under the center's application and any authorized revisions:

Page No. 4 11.8160.01001
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f  Review of a sample of center expenditures to verify the expenses
were approved, supported with documentation. and made in
accordance with the scope identified in the center's application:

q. Verification of a sample of labor charged 1o the center;

h. Verification business incentive agreements comply with chapter
54-60.1; and

i. Comparison of the center's application budget to the center's actual

expenditures, including documentation explaining any material
differences."

Page 12, line 8, replace "five" with "fourteen”

Page 12, line 8, replace "pump" with "retail location"

Page 12, line 10, after "locations” insert ",_including the piping system and storage
components”

Page 12, line 13, after "equipment” insert ",_including the piping system and storage
components”

Page 13, remove lines 15 through 30
Page 14, remove lines 1 through 31
Page 15, remove lines 1 through 30
Page 16, remove lines 1 through 30
Page 17, remove lines 1 through 31
Page 18, remove lines 1 through 6
Page 18, after line 13, insert:

"SECTION 10. GRANT - DIVISION OF TOURISM - TOURISM
INFRASTRUCTURE GRANTS. The grants line item in section 1 of this Act includes the
sum of $1,000,000 from the general fund for providing a tourism infrastructure grant.

SECTION 11. GRANT - MINOT AIR FORCE BASE REALIGNMENT GRANT.
The grants line item in section'1 of this Act includes the sum of $250,000 from the
general fund for providing a base realignment grant to enhance economic development
and employment opportunities associated with the Minot air force base resulting from
action by the federal defense base closure and realignment commission.

SECTION 12. CHILD CARE GRANTS - WORKFORCE DEVELOPMENT -
QUALITY IMPROVEMENT - TECHNICAL ASSISTANCE - CAPACITY BUILDING.
The grants line item in section 1 of this Act includes the sum of $4,935,000 from the
general fund for providing grants to child care service providers for workforce
development, quality improvement, technical assistance, and capacity building in
collaboration with the department of human services under section 50-11.1-14.1.

SECTION 13. INNOVATION 2020 AWARD. The department may administer an
innovation 2020 award program to provide proof-of-concept funding to a qualified
entrepreneur to assist in moving a new technology from academia into the
commercialization cycle, for the biennium beginning July 1, 2011, and ending June 30,
2013. The following provisions apply to an award under this section:
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An applicant must be an individual who is associated with a North Dakota
institution of higher education as a student, an employee, or other
relationship the department may authorize.

The applicant must have an early-stage technology with high commercial
poteniial.

The department shall estabiish the qualified uses of funds received under
this section.”

As a term for receipt of funds under this section, the recipient shall agree

to the department's repayment terms equal to two times the amount of the
award.

The department's repayment terms may include the department taking an
equity position in, providing a loan to, or using any other innovative
financing mechanism to provide the funds to the recipient. The terms of

repayment may be conditioned on the new technology becoming income
generating.

An award under this section may not exceed fifty thousand dollars. A
recipient may not receive more than one award under this section.

An award under this section is not a business incentive under chapter
54-60.1.

SECTION 14. TECHNOLOGY AWARD EQUITY INVESTMENT PROGRAM.
The department may administer a technology award equity investment program that
provides matching equity investments to technology-based businesses, for the
biennium beginning July 1, 2011, and ending June 30, 2013. The following provisions
apply to technology award equity investments:

1.

An applicant must;

a. Be a North Dakota business that is at the startup stage;
b, Be aprimary éector business in the technology fieid; and

c. Have alegal structure that was established following comprehensive

vetting, development of proof of concept, and a completed business
plan.

Before funds are distributed under this section, the recipient shall provide
the department with detailed documentation of the availability of two
dollars of angel fund investment matching funds for each dollar of state
funds distributed under this section. Matching funds must come from a
North Dakota angel fund certified under section 57-38-01.26 and be in
cash. Matching funds may not be in-kind assets.

An equity investment under this section may not exceed fifty thousand
dollars. A recipient may not receive more than one award under this
section.

An award equity investment under this section is not a business incentive
under chapter 54:60.1."
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Page 18, remove lines 14 through 31

Page 19, remove lines 1 through 26

Page 20, line 10, replace "The" with "Up to $665,000 of the”

Page 20, line 11, replace "46" with 26"

Page 20, line 12, remove "On June 30, 2011, the office of management and budget shall"
Page 20, remove lines 13 and 14

Page 20, line 15, replace "entrepreneurship excellence-awarded projects,” with "The

department of commerce may spend these funds for the purposes provided for in this
section,”

Page 20, line 16, remove "The department of commerce may use up to $5,000,000 of the
funds"

Page 20, replace line 17 with "The department of commerce may use up to $600,000 of these
funds for a grant to assist in the acquisition of the antiballistic missile site at the
Stanley R. Mickelson safeguard complex in Nekoma. The department of commerce
may use up to $65,000 of these funds for grants to child care service providers for
workforce development, quality improvement, technical assistance, and capacity

building in collaboration with the department of human services under section
50-11.1-14.1."

Page 21, line 1, remove "CENTERS OF"

Page 21, line 1, replace "EXCELLENCE" with "ENHANCEMENT"
Page 21, line 2, remove "centers of”

Page 21, line 3, replace the first "excelience" with "enhancement”
Page 21, line 3, remove "centers of"

Page 21, line 3, replace the second "excellence” with "enhancement”
Page 21, remove lines 6 through 15

Page 21, line 17, replace "$400,000" with "$250,000"

Page 22, remove lines 1 through 21

Page 23, after line 7, insert;

"SECTION 26. REPEAL. Chapter 15-69 of the North Dakota Century Code is
repealed.

SECTION 27. EFFECTIVE DATE. Section 26 of this Act becomes effective on
August 1, 2023."

Page 23, line 8, replace "10" with "8"
Page 23, line 11, replace "10" with "8"

Page 23, line 11, replace "13" with 9
Page 23, line 11, replace "21" with ';18_;'

Page No. 7 11.8160.01001



Renumber accordingly
. STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1018 - Department of Commerce - House Action

Executive House House
Budget Changes Version
Salaries and wages $10,871,979 §10,871.979
Operating expenses 14,108,260 {225,000) 13,883,260
Capital assets 70,018 70,018
Grants 60,627,994 5,635,000 66,262,994
" North Dakota Development 400,000 (150,000) 250,000
Fund
Discrefionary funds 928,082 §28.082
Centers of workforce excellence 2,000,000 (2,000,000)
Economic development 186,846 186,846
initiatives
Agriculture Products Utilization 2,739,767 2,739,767
Comm
Centers of excellence 13.000,000 (13,000,000
North Dakota Trade Office 2,553,000 2,553,000
Partner programs 2,122,044 {100,000) 2022044
Division of Energy 619,691 {619,691)
Federal fiscal stimulus funds 24,496,750 24,496,750
Workforce enhancement 2,000,000 2,000,000
Total all funds $134,724 401 (58,459,691 $126,264,740
Less estimated income 88,634,937 0 88,634,937
General fund $46,085.404 ($8,459,591) $37.629,803
FTE 70.25 (2.00) 68.25
Department No. 601 - Department of Commerce - Detail of House Changes
0 Adds Minot Air Removes Removes Jobs
Adds Tourism Force Base Removes Cenfors of Adds Workforce  for America's
infrastructure Realignment Centers of Workforce Enhancement Graduates
Grants' Grant? Excellence’ Excellence’ Funding® Programs®
Salaries and wages
Operating expenses ) {100,000)
Capital assets
Grants 1,000,000 250,000
North Dakota Development
Fund
Discretionary funds
Centers of workforee excellence (2,000,000)
Econamic development
initiatives
Agriculture Products Ulilization
Comm
Centers of excellence (13,000,000
North Dakota Trade Office
Partner programs
Divisien of Energy
Federal fiscal stimulus funds
Workforce enhancement 2,000,000
Total all funds $1,000,000 . $250,000 (813,000,000} {$2.000,000) $2,000,000 ($100,000)
Less estimated income 0 0 ] 0 0 0
General fung $1,000,000 $250,000 {$13,000,000) {$2,000,000) $2,000,000 {$100,000)
FTE 0.00 0.00 0.00 0.00 0.00 0.00
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Removes
‘ Grants to
Removes Individuals
Funding forthe  Adds Grants for Reduces Reduces Grants  Seeking a Child
Removes American Child Care Oevalopment for Early Deveopment
WorkKeys Indian Business Service Fund Child Care Childhood Associate
Program’ Office® Providers® Loan Funding'® Facilities"" Credential
Salaries and wages
Operating expenses {125,000}
Capital assets
Grants 4,935,000 (400,000 (150,000
North Dakota Development {150,000}
Fund
Discretionary funds
Centers of workforce excellence
Economic development
initiatives
Agriculture Products Utifization
Comm
Centers of excellence
North Dakota Trade Office
Pariner programs {100,000}
Division of Energy
Federal fiscal stimulus funds
Warkforce enhancement
Total all funds ($125,000) ($100,000) $4,935,000 {$150,000) {$400,000) {$150,000}
Less estimated income 0 0 0 0 0 0
General fund {$125,000% {$100,000) $4,935,000 ($150,000) ($400,600} ($150,000)
FTE 0.00 0.00 0.00 0.00 0.00 0.00
Removes
Funding for
Energy Total House
Division™ Changes
Salaries and wages
Operating expanses {225,000)
Capital assets
Grants 5,635,000
Narth Dakota Development {150,000)
Fund
Discretionary funds
Centers of workforca excellence (2,000,000}
Economic development
initiatives
Agricutture Products Utilization
Gomm
Centers of excellence {13,000,000)
North Daketa Trade Office
Partner programs (100,000}
Divigion of Energy {619,691) (619,691)
Federal fiscal stimuius funds
Workforce enhancement 2,000,000
Total all funds ($619,691) ($8,450,691)
Less estimated income 0 0
General fund {$619,691} ($8.459,691)
FTE (2.00) 2.00

' Funding is added for tourism infrastructure grants to be administered by the Division of Tourism.

2 Funding is added for a Minot Air Force Base realignment grant to enhance economic development and
employment opportunities associated with the Minot Air Force Base resulting from action by the federal
defense base closure and realignment commission.
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3 Fuhding provided in the executive budget for centers of excellence is removed.

Sections added in the executive budget extending the program through 2021 are removed; therefore, the
majority of the program will expire on July 30, 2011. Sections are added providing that the Department
of Commerce administer the centers of excellence program, distribute funds to the centers, monitor

centers for compliance with award requirements, review changes in assertions made in center
applications, and conduct postaward monitoring of centers.

Sections are added repealing these provisions on August 1, 2023.

4 The executive budget recommendation to create a centers of workforce excelience from the current
workforce enhancement grant funding is removed.

$ Funding for the workforce enhancement grant program is provided for the 2011-13 biennium, at
$2 million, 2 $1 million increase from the funding provided in the 2009-11 biennium.

§ Funding from the general fund to continue four Jobs for America's Graduates programs previously paid
for with federal funds in the 2009-11 biennium is removed.

7 One-time funding for a statewide marketing effort of the WorkKeys program is removed.
& One-time funding for the American Indian Business Office is removed.
® Funding is provided from the general fund in the amount of $4,935,000 to provide grants in

collaboration with the Department of Human Services under North Dakota Century Code Section

50-11.1-14.1 to child care providers for workforce development, quality improvement, technical
assistance, and capacity building.

* Funding included in the executive budget for child care loans from the Development Fund is reduced to
provide a total of $250,000.

" Funding included in the executive budget for grants to early childhood facilities is reduced to $100,000.

2 Funding included in the executive budget for grants to individuals seeking a child development
associate credential is removed.

2 Funding included in the executive budget for a new Division of Energy and two associated FTE
positions is removed. ‘

This amendment also:

Changes provisions added in the executive budget relating to the biofuel blender pump incentive
program to provide that cost-share grants are also available for the installation of the related blender

pump piping system and storage components and that the per retail location limit is $14,000 rather than
$5,000.

Removes provisions included in the executive budget establishing the office of renewable energy and

energy efficiency as a separate division of the Department of Commerce rather than as part of the
Division of Community Service.

Provides authority for the department to administer during the 2011-13 biennium an innovation 2020

award program to award grants to qualified entrepreneurs to move new technology from academia into
the commercialization cycle. '

Provides authority for the department to administer during the 2011-13 biennium a technology award
equity investment program to provide matching equity investments to technology-based businesses.

Page No. 10 11.8160.01001



Authorizes the department to continue up to $665,000 of the $5 million of 2009-11 unspent general fund
appropriation authority relating to the Great Plains Applied Energy Research Center. Of the $665,000,
the department may use $600,000 to assist in the acquisition of the antiballistic missiie site at the
Stanley R. Mickelson Safeguard Complex in Nekoma and $65,000 for grants to child care service

providers for workforce development, quality improvement, technical assistance, -and capacity building
pursuant to Section 50-11.1-14.1.

Page No. 11 11.8160.01001
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Roll Call Vote #: _| ‘
. 2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/IRESOLUTION NO. ! ol L
House Appropriations Committee
Legislative Council Amendment Number 8100 |

Action Taken: [_] Do Pass [_] Do NotPass [ | Amended [} Adopt Amendment

[] Rerefer to Appropriations [ ] Reconsider

Motion Made By @H S k 1 g[/_“ | Seconded By P{Q/- MGVUdn
7

Representatives Yes | No Representatives Yes | No
Chairman Delzer Representative Nelson
Vice Chairman Kempenich Representative Wieland

Representative Pollert
Representative Skarphol

Representative Thoreson Representative Glassheim
0 Representative Bellew Representative Kaldor
Representative Brandenburg Representative Kroeber
Representative Dahl Representative Metcalf
Representative Dosch Representative Williams

Representative Hawken
Representative Klein
Representative Kreidt
Representative Martinson
Representative Monson

Total (Yes) No
Absent
Floor Assignment

If the vote is on an amendment, briefly indicate intent;
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Roll Call Vote # 7.

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTE
BILL/RESOLUTION NO. [0 / '

House Appropriations ‘ ' Committee

Legislative Council Amendment Number

Action Taken: m Do Pass [ ] Do Not Pass Y] Amended [} Adopt Amendment

[ ] Rerefer to Appropriations [ ] Reconsider

Motion Made By ﬁg{a SLWAOl Seconded By K‘{J fa Mo*n {0
Representatives Yes | No Representatives Yes | No

Chairman Delzer X Representative Nelson X
Vice Chairman Kempenich Y Representative Wieland X
Representative Pollert e
Representative Skarphol X
Representative Thoreson e Representative Glassheim X
Representative Beliew Representative Kaldor [
Representative Brandenburg Y’ Representative Kroeber X
Representative Dahl X Representative Metcalf X'
Representative Dosch Y4 Representative Williams
Representative Hawken N
Representative Klein Y
Representative Kreidt X
Representative Martinson X
Representative Monson Y

Total (Yes) { % No

Absent ’Z/

Floor Assignment @o{) S )Caf’p[,m ,

If the vote is on an amendment, briefly indicate intent:



Com Standing Committee Report Module iD: h-stcomrep=35_009
February 22, 2011 11:37am Carrier: Skarphol
Insert LC: 11.8160.01001 Title: 02000

REPORT OF STANDING COMMITTEE

HB 1018: Appropriations Committee (Rep. Delzer, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(18 YEAS, 1 NAYS, 2 ABSENT AND NOT VOTING). HB 1018 was placed on the
Sixth order on the calendar.

Page 1, line 1, remove the second "the”

Page 1, line 2, after "enact" insert "section 15-69-07,"

Page 1, line 2, after the first comma insert "and"

Page 1, line 2, remove “chapter to title 54, and two"

Page 1, line 3, replace "new sections to chapter 54-60" with "section to chapter 54-60"

Page 1, line 3, after the second "the" insert “centers of excellence program,”

Page 1, line 4, remove "centers of research excellence program, centers of
entrepreneurship”

Page 1, line 5, remove "excellence grants,"

Page 1, line 6, remove "15-69-02, 16-69-03,"

Page 1, line 6, after the fourth comma insert "and”

Page 1, line 8, remove ", 15-69-06, 54-44.5-09, 54-60-21, 54-60-22,"

Page 1, line 7, remove “"and 54-60-23"

Page 1, line 8, after the second comma insert “and"

Page 1, line 8, remove ", the office of renewable energy and”

Page 1, line 8, remove "efficiency, and centers of workforce excellence grants”

Page 1, line 9, after the first semicolon insert "to repeal chapter 15-69 of the North Dakota
Century Code, relating to the centers of excellence program;,”

Page 1, replace line 22 with:

"Operating expenses 14,478,272 (695,012)  13,883,260"
Page 1, replace line 24 with:

"Grants 65,411,058 851,036  66,262,994"
Page 2, replace line 1 with:

"North Dakota development fund 0 250,000 250,000"
Page 2, replace line 3 with:

"Workforce enhancement 0 2,000,000 2,000,000"
Page 2, remove line 6

Page 2, replace line 8 with:

"Partner programs 2,022,044 0 2,022,044"
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Page 2, remove line 9

Page 2, replace line 11 with:

"Total all funds $97,672,773
Page 2, replace line 13 with:
"Total general fund $28,006,303

Page 2, replace line 14 with:
"Full-time equivalent positions 68.00

Page 2, replace line 20 with:

"Workforce enhancement fund $1,000,000

Page 2, remove lines 21 through 23

Page 2, after line 27, insert:

"Tourism infrastructure grant 0

Page 2, replace line 28 with:

Child care grants and loans 1,820,000

Child care service providers 0
recruitment, training, and retention grants”

Page 2, replace line 29 with:

“Centers of excellence 19,500,000

Page 2, after line 30, insert:

"Minot air force base realignment grant 0

Page 3, replace line 2 with:

"Total all funds $99,064,635

Page 3, replace line 4 with:

"Jotal general fund $30,470,000

Page 5, line 10, overstrike "(Effective through July 31,"

Page 5, line 10, remove "2021"

25

$28,591,967 $126,264,740"

$9,623,500 $37,629,803"

68.25"

$2,000,000"

1,000,000"

370,338

4,935,000

250,000"

$33,052,088"

$8,555,338"

Page 5, line 10, overstrike the boldfaced closing parenthesis

Page 5, line 16, after "4." insert "'Department” means the department of commerce.

_5_.“

Page 5, overstrike lines 17 through 25

Page 5, remove lines 28 and 29

{1} DESK (3} COMMITTEE Page 2
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Page 6, remove lines 1 through 31

Page 7, remove lines 1 through 31

Page 8, remove lines 1 through 5

Page 8, line 8, overstrike "(Effective through July 31,"
Page 8, line 8, remove "2021"

Page 8, line 8, overstrike ") Application - Eligibility requirements” and insert immediately
thereafter "Centers of excellence program”

Page 8, line 8, overstrike "1."
Page 8, line 9, overstrike "provide center appfication forms, accept”

Page 8, overstrike lines 10 through 20 and insert immediately thereafter "administer the
centers of excellence program.”

Page 8, overstrike lines 24 through 30

Page 9, overstrike lines 1 through 23

Page 9, line 26, overstrike "(Effective through July 31,"

Page 9, line 26, remove "2021"

Page 9, line 26, overstrike the boldfaced closing parenthesis

Page 10, line 2, overstrike "board" and insert immediately thereafter "department"

Page 10, line 4, overstrike "commission's” and insert immediately thereafter "department's”
Page 10, line 6, overstrike "commission” and insert immediately thereafter "department’
Page 10, line 7, remove "Instead of requiring annual audits under this subsection, the"
Page 10, replace lines 8 through 13 with "Effective on the effective date of this Act, the

department shall assume the postaward monitoring duties previously fulfilled by the
commission and the center shall provide the department, rather than the commission.,

with the information necessary to monitor the postaward activities of the center.”

Page 10, ine 14, overstrike "commission directs the"

Page 10, line 14, overstrike "to distribute" and insert immediately thereafter "distributes”
Page 10, line 15, overstrike "commission” and insert immediately thereafter "department”
Page 10, line 23, overstrike "In making funding recommendations”

Page 10, overstrike lines 24 through 26

Page 10, line 27, overstrike "commission shall direct the"

Page 10, line 27, overstrike "to" and insert immediately thereafter "shall"

Page 10, line 29, overstrike "commission” and insert immediately thereafter "department”

Page 11, line 2, overstrike "commission may"

(1) DESK (3) COMMITTEE Page 3 h_stcomrep_35_009
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Page 11, line 3, overstrike "direct that the"

Page 11, line 3, after "commerce” insert "may”

Page 11, line 4, overstrike "commission" and insert immediately thereafter "department”
Page 11, line 5, overstrike "commission” and insert immediately thereafter "department”
Page 11, line B, overstrike "commission's” and insert immediately thereafter "department's”
Page 11, line 8, averstrike ", which"

Page 11, overstrike line 7

Page 11, line 8, overstrike "centers of excellence forums” and insert immediately thereafter
"related to this program”

Page 11, remove lines 11 through 18
Page 11, after line 18, insert:

"SECTION 7. Section 15-69-07 of the North Dakota Century Code is created
and enacted as follows:

15-69-07. Centers of excellence postaward monitoring.

1. For no fewer than six years and no more than ten years following center

designation, the department shall monitor a center's activities in order to
determine whether the center is having the desired economic impact.

2. Instead of requiring annual audits under subsection 2 of section 15-69-05,
the department may require that the center be audited on all funds
distributed to the center under this chapter at the halfway point of the
postaward monitoring and at the end of the postaward monitoring and that
for all other years during the postaward monitoring the center contract with
an independent accountant for an agreed-upon procedures engagement. A
center may use funds distributed to the center under this chapter to pay for
audits required under subsection 2 of section 15-69-05 or for an
agreed-upon procedures engagement.

3.  Ataminimum, an agreed-upon procedures engagement under subsection 2
must include:

a. Verification of the accuracy of jobs_data regarding jobs claimed related
by the center, distinguishing between the creation of private sector jobs

and jobs within the institution of higher education:

b. _Verification of compliance with the centers of excellence program
matching fund requirements;

c. Verification awarded center funds were used for authorized uses:

d. Verification the center complied with the center's application timehne
and any authorized revisions.

e Verification the center complied with the center's scope of activities as
provided under the center's application and any authorized revisions:

f. Review of a sample of center expenditures to verify the expenses were

approved, supported with documentation, and made in accordance with
the scope identified in the center's application;

(1} DESK (3) COMMITTEE Page 4 h_stcormrep_35_000
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g. Verification of a sample of labor charged to the center:

h. Verification business incentive agreements comply with chapter
54-60.1; and

i. Comparison of the center's application budget to the center's actual

expenditures, including documentation explaining any material
differences."

Page 12, line 8, replace "five" with "fourteen”

Page 12, line 8, replace "pump" with "retail location"

Page 12, line 10, after "locations" insert “,_including the piping system and storage
components”

Page 12, line 13, after "equipment" insert ",_including the piping system and storage
components”

Page 13, remove lines 15 through 30
Page 14, remove lines 1 thraugh 31
Page 15, remove lines 1 through 30
Page 16, remove lines 1 through 30
Page 17, remove lines 1 through 31
Page 18, remove lines 1 through 6
Page 18, after line 13, insert:

"SECTION 10. GRANT - DIVISION OF TOURISM - TOURISM
INFRASTRUCTURE GRANTS. The grants line item in section 1 of this Act includes
the sum of $1,000,000 from the general fund for providing a tourism infrastructure
grant.

SECTION 11. GRANT - MINOT AIR FORCE BASE REALIGNMENT GRANT.
The grants line item in section 1 of this Act includes the sum of $250,000 from the
general fund for providing a base realignment grant to enhance economic
development and employment opportunities associated with the Minot air force base
resulting from action by the federal defense base closure and realignment
commission.

SECTION 12. CHILD CARE GRANTS - WORKFORCE DEVELOPMENT -
QUALITY IMPROVEMENT - TECHNICAL ASSISTANCE - CAPACITY BUILDING.
The grants line item in section 1 of this Act includes the sum of $4,935,000 from the
general fund for providing grants to child care service providers for workforce
development, quality improvement, technical assistance, and capacity building in
collaboration with the department of human services under section 50-11.1-14.1.

SECTION 13. INNOVATION 2020 AWARD. The department may administer
an innovation 2020 award program to provide proof-of-concept funding to a qualified
entrepreneur to assist in moving a new technology from academia into the
commercialization cycle, for thé biennium beginning July 1, 2011, and ending June
30, 2013. The following provisions apply to an award under this section:

1. An applicant must be an individual who is associated with a North Dakota

institution of higher education as a student, an employee, or other
relationship the department may authorize.

(1) DESK (3) COMMITTEE Page 5 h_stcomrep_35_009
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2. The applicant must have an early-stage technology with high commercial
potential.

3. The department shall establish the qualified uses of funds received under
this section.

4. As a term for receipt of funds under this section, the recipient shall agree to
the department's repayment terms equal to two times the amount of the
award. ‘

5. The department's repayment terms may include the department taking an
equity position in, providing a loan to, or using any other innovative
financing mechanism to provide the funds to the recipient. The terms of
repayment may be conditioned on the new technology becoming income
generating.

8. An award under this section may not exceed fifty thousand dollars. A
recipient may not receive more than one award under this section.

7. An award under this section is not a business incentive under chapter
54-60.1.

SECTION 14, TECHNOLOGY AWARD EQUITY INVESTMENT PROGRAM.
The department may administer a technology award equity investment program that
provides matching equity investments to technology-based businesses, for the
biennium beginning July 1, 2011, and ending June 30, 2013. The following provisions
apply to technology award equity investments:

1. An applicant must:

a. Be a North Dakgta business that is at the startup stage;

b. Be a primary sector business in the technology field, and

¢. Have a legal structure that was established following comprehensive
vetting, development of proof of concept, and a completed business
plan.

2. Before funds are distributed under this section, the recipient shall provide
the department with detailed documentation of the availability of two dollars
of angel fund investment matching funds for each dollar of state funds
distributed under this section. Matching funds must come from a North
Dakota angel fund certified under section 57-38-01.26 and be in cash.
Matching funds may not be in-kind assets.

3. An equity investment under this section may not exceed fifty thousand
dollars. A recipient may not receive more than cne award under this section.

4. An award equity investment under this section is not a business incentive
under chapter 54-60.1."

Page 18, remove lines 14 through 31

Page 19, remove lines 1 through 26

Page 20, line 10, replace "The" with "Up to $665,000 of the"
Page 20, fine 11, replace "46" with "26"

Page 20, line 12, remove "On June 30, 2011, the office of management and budget shall"
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Page 20, remove lines 13 and 14

Page 20, line 15, replace “entrepreneurship excellence-awarded projects,” with "The
department of commerce may spend these funds for the purposes provided for in this
section,”

Page 20, line 16, remove "The department of commerce may use up to $5,000,000 of the
funds"

Page 20, replace line 17 with "The department of commerce may use up to $600,000 of
these funds for a grant to assistin the acquisition of the antiballistic missile site at the
Staniey R. Mickelson safeguard complex in Nekoma. The department of commerce
may use up to $65,000 of these'funds for grants to child care service providers for
workforce development, quality improvement, technical assistance, and capacity
building in collaboration with the’ department of human services under section
50-11.1-14.1." :

Page 21, line 1, remove "CENTERS OF"

Page 21, line 1, replace "EXCELLENCE" with "ENHANCEMENT"

Page 21, line 2, remove "centers of"

Page 21, line 3, replace the first "excellence" with "enhancement”

Page 21, line 3, remove "centers of"

Page 21, line 3, replace the second "excellence” with "enhancement”

Page 21, remove lines 6 through 15

Page 21, line 17, replace "$400,000" with "$250,000"

Page 22, remove lines 1 through 21

Page 23, after line 7, insert:

“SECTION 26. REPEAL. Chapter 15-69 of the North Dakota Century Code is
repealed.

SECTION 27. EFFECTIVE DATE. Section 26 of this Act becomes effective on
August 1, 2023."

Page 23, line 8, replace "10" with "8"

Page 23, line 11, replace "10" with "8"-

Page 23, line 11, replace "13" with "9"

Page 23, line 11, replace "21" with "18"
Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1018 - Department of Commerce - House Action

4
i

Executive “ . House House

Budget ¢ ) Changes Version
Salaries and wages $10,871,979 . $10,871,879
Operating expenses 14,108,260 (225,000) 13,883,260
Capital assets 70,018 70,018
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Grants 60,627,994

North Dakota 40,000
Development Fund

Discretionary funds 928,082

Centers of workforce 2,000,000
excellence

Economic 186,846
development
initiatives

Agriculture Products 2,729,767
Utilization Comm

Centers of excellence 13,000,000

North Dakota Trade 2,553,000
Office

Partner programs 2,122,044

Division of Enargy 619,691

Federal fiscal 24 496 750
stimulus funds

Workforce
enhancement

$134,724 431
Total all funds
Less estimated 88,634,937
income
$46,089,404
General fund
70.25
FTE

Department No. 601 - Department of Commerce - Detail of House Changes

Adds Adds
Tourism Minot Air

Infrastruc Force

ture Base
Grants’ Realignm
ent Grant?

Salaries
and
wages

Qperating
expens
es

Capital
assets

Grants 1,000,000 250,000

North
Dakota
Develop
meant
Fund

Discretion
ary
funds

Centers of
workfor
ce
excellen
ce

Economic
develop
ment
initiative
5

Agriculture
Product
5
Utilizati
on
Comm

Centers of
excellen
ce

North
Dakota
Trade
Office

Partner
program
5
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' Funding is added for tourism infrastructure grants to be administered by the Division of

Tourism.

2 Funding is added for a Minot Air Force Base realignment grant to enhance economic
development and employment opportunities associated with the Minot Air Force Base
resulting from action by the federal defense base closure and realignment commission.

% Funding provided in the executive budget for centers of excellence is removed.

Sections added in the executive budget extending the program through 2021 are removed,
therefore, the majority of the program will expire on July 30, 2011. Sections are added
providing that the Department of Commerce administer the centers of excellence program,
distribute funds to the centers, monitor centers for compliance with award requirements,
review changes in assertions made in center applications, and conduct postaward

monitoring of centers.

Sections are added repealing these provisions on August 1, 2023.

4 The executive budget recommendation to create a centers of workforce excellence from
the current workforce enhancement grant funding is removed.

% Funding for the workforce enhancement grant program is provided for the 2011-13
biennium, at $2 million, a $1 million increase from the funding provided in the 2009-11

{1) DESK (3) COMMITTEE Page 10
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biennium.

& Funding from the general fund to continue four Jobs for America’'s Graduates programs
previously paid for with federal funds in the 2009-11 biennium is removed.

7 One-time funding for a statewide marketing effort of the WorkKeys program is removed.

¢ One-time funding for the American Indian Business Office is removed.

® Funding is provided from the general fund in the amount of $4,935,000 to provide grants in
collaboration with the Department of Human Services under North Dakota Century Code
Section 50-11.1-14.1 to child care providers for workforce development, guality
improvement, technical assistance, and capacity building.

% Funding included in the executive budget for child care loans from the Development Fund
is reduced to provide a total of $250,000.

" Funding included in the executive budget for grants to early childhood facilities is reduced
to $100,000.

2 Funding included in the executive budget for grants to individuals seeking a child
development associate credential is removed.

3 Funding included in the executive budget for a new Division of Energy and two associated
FTE positions is removed.

This amendment also:

Changes provisions added in the executive budget relating to the biofuel blender pump
incentive program to provide that cost-share grants are also available for the installation of
the related blender pump piping system and storage components and that the per retail
location limit is $14,000 rather than $5,000.

Removes provisions included in the executive budget establishing the office of renewable
energy and energy efficiency as a separate division of the Department of Commerce rather
than as part of the Division of Community Service.

Provides authority for the department to administer during the 2011-13 biennium an
innovation 2020 award program to award grants to qualified entrepreneurs to move new
technology from academia into the commercialization cycle.

Provides authority for the department to administer during the 2011-13 biennium a
technology award equity investment program to provide matching equity investments to
technology-based businesses.

Authorizes the department to continue up to $665,000 of the $5 million of 2008-11 unspent
general fund appropriation authority relating to the Great Plains Applied Energy Research
Center. Of the $665,000, the department may use $600,000 to assist in the acquisition of the
antiballistic missile site at the Stanley R. Mickelson Safeguard Complex in Nekoma and
$65,000 for grants to child care service providers for workforce development, quality
improvement, technical assistance, and cap‘acity building pursuant to Section 53-11.1-14.1.

i .
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Senate Appropriations Committee
Harvest Room, State Capitol

HB 1018
March 15, 2011
Job # 15460

[] Conference Committee

Committee Clerk Signature /W
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Explanation or reason for introduction of bill/resolution:

A bill to provide an appropriation for defraying the expenses of the department of commerce.

Minutes: | See the Dept. of Commerce handout which includes
attachments # 1-#21.

Vice Chairman Grindberg called the committee hearing to order on HB 1018. Roll call was
taken.
Sara Chamberlin - Legislative Council; Tammy R. Dolan - OMB.

Paul Govik, Acting Commissioner, ND Department of Commerce

Testified in support of HB 1018

Handed out Dept. of Commerce Testimony on HB 1018 (see attached #1) and presented an
overview of the department.

Senator Christmann asked about the requested carry over authority wanted to know if that
was authority in the Governor's Executive Budget and the House carried them over — or are
those additional things that are being requested beyond what's in the bill now.

Paul Govik: That was in the Governor's Executive Budget and all but two were able to get in
so we do have some proposed amendments. One is the USS ND submarine, the $100,000
that was appropriated for this biennium but it appears that they will not be able to get that
money spent and so we're asking that the money be extended into the next biennium. The
other is some wording on the transfer into the internship fund and it’s just the mechanics of
how the money goes into the fund. '

Wally Goulet, VP and General Counsel for National Information Solutions; and
Chairman of the ND Economic¢ Development Strategic Plan

Testified in support of HB 1018

Read from his testimony included in the Dept. of Commerce handout.

Senator Bowman Could you give a background on China pilot training program? Is it military
or private?

Bruce Smith, Dean of Aerospace at Odegard School of Aerospace Sciences at UND: We
have over 400 international students in our program at UND. That's not to overshadow the
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800 undergraduate UND students that we have in our flyline program. It was a program that
was developed certainly to expand the capabilities that we have at UND. It helps us reach
what | call a critical mass which allows us to have the quality and capabilities that we have in
our program not only for the international students but also for the undergraduate students.
There are over 200 that come from Bejing in China and 25 from Taiwan. They are in a one
year program where they learn their private commercial instrument and multi-engine ratings in
a special program in a heavy airplane called a King Air. They get between 250-270 hours and
then go back to China where they spend 6 months in an upgrade Boeing 737 simulators and
then begin to fly for Air China airlines. It's a great program for us. The other benefits to UND
is that it fills up the housing, it fills up the food services.

Connie Ova, CEO, Jamestown Stutsman Economic Development Association of ND
Testified in support of HB 1018
No written testimony —

Keith Lund, VP of Grand Forks Region Economic Development Corporation
Testified in support of HB 1018
Testimony attached in the Dept. of Commerce handout.

Andy Peterson, President of ND Chamber of Commerce
Testified in support of HB 1018
Testimony attached in the Dept. of Commerce handout.

Paul Govig gave a brief update on the Centers of Excellence and introduced:

Mark Nisbet, Chairman of Centers of Excellence Commission
Testified in support of HB 1018
Testimony attached in the Dept. of Commerce handout — Centers of Excellence tab.

Deanette Piesik, Executive Director of TrainND — Northwest at Williston State College.
Petroleum Safety and Technology Center of Excellence

Testified in support of HB 1018

Testimony attached in the Dept. of Commerce handout — Centers of Excellence fab.

Philip Boudjouk, Vice President of Research, Creative Activities & Technology Transfer,
NDSU

Testified in support of HB 1018

Testimony attached in the Dept. of Commerce handout — Centers of Excellence tab.

Bruce Smith, Dean of Aerospace at Odegard School of Aerospace Sciences at UND
Testified in support of HB 1018.

Testimony attached in the Dept. of Commerce handout — Centers of Excellence tab.

Senator Robinson: Do we have any competition in terms of any other facilty on an
international scale in this area or are we the only show in town?
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Bruce Smith: There are a number of competitors. What we have now is that we started
ahead of everyone else. We're at the leading edge and we're recognized as being ahead of
everyone else. In any case, in an environment like this that has so much potential is that
they're kind of lapping at your heels. We're ahead of the competition, but we need to stay
there.

Senator Robinson: How many trainees have we had through this program? How many
vehicles do we have at UND at this time and what do you see 2 or 3 years from now?

Bruce Smith: We've developed the one and only undergraduate degree program offered in
the United States with a bachelor's degree in Unmanned Aircraft Systems. We currently will
have this May, four graduates from that program and three already have jobs. We have 44
majors in that curriculum, and this is only after 18 months and we also have 78 enrolled in the
intro course. So projecting ahead two years, as it will start to generate graduates in the
neighborhood of 30-40 a year, there are jobs available for them. At this point they are not in
ND unless they tag themselves to the border protection that is flying out of Grand Forks and
the Air Force base or Homeland Security.

Senator Robinson: Do these vehicles need regular ongoing maintenance and is that
happening at UND?

Bruce Smith said they have seven vehicles at UND and they range from a 12 foot Scan Eagle
down to the Dragon Flyer which is about 3 foot in diameter. Unfortunately there are no two
year colleges that provide maintenance training. Lake Region used to do that, although we're
still tied to them for simulator maintenance. It's been positive for Northland Community
College in that they've gotten a $5M grant from the State of MN to pursue a curriculum in
Unmanned Aircraft System maintenance. They are tied very closely with our Center of
Excellence, albeit MN, but their funding is coming from the State of MN.

Senator Robinson: Are there any limitations in terms of distance with these vehicles in your
ability to control the vehicle across the globe?

Bruce Smith: Probably one of the misnomers of unmanned aircraft is that they're really not
unmanned. They're remotely piloted. For example, the mission of the Guard in Fargo is
where they sit in a confined top secret area in Fargo and they are actually flying missions in
Afganistan and Iraq on the other side of the world. The ones that would fly the Global Hawks
have almost unlimited range at very high altitudes — 60,000 feet plus and with mid-air re-
fueling, they'd probably fly forever. The range is unlimited.

Senator Wardner: Remind me, what year did Odegard start this and what he started with.

Bruce Smith: Odegard started in 1968 and he started with two airplanes. The neat part of
our heritage is for our 40™ anniversary, we bought those two airplanes back. John left me with
the legacy where he said that it wouldn’t cost the state a cent. There was a concern - It wasn't
an academic program and wasn't supposed to cost anything, but Clifford said he’d make it
academic. Today, with 5 academic departments and all 5 offering masters degrees and 4
offering doctorates, there is no question about the academic standing of the school. In
addition to that, we have a $92M/year budget and | get a $7M return for tuition. | don't think
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there is any state funding that comes out of that from the tuition we generate, and | get about
$2M a year from the Centers of Excellence. That $2M/year really broke Odegard'’s tradition
because that's the first state tax dollars that we've ever gotten. It makes up a little less than
2% of my budget. All the buildings we have, all the aircraft we have, all of the simulators, all
of the capability that makes us the best in the world, we're all self-generated without state tax
dollars.

Senator Wanzek asked about unmanned farm equipment and Bruce Smith said that will
eventually come and you'll have that capability. Another important aspect of the Centers of
Excellence is the research is there to provide the detail and requirement for these sensors.

Mark Askelson Associate Professor, Dept. of Atmospheric Sciences

Answered questions and handed out Limited Deployment-Cooperative Airspace Project -
(LD-CAP)

He wanted to say a few words about LD-CAP — a project that has unlimited opportunities with
the unmanned aircraft systems(UAS). The FAA requirement is that a pilot maintains vigilance
so that you don’t run into anyone. Without a person on a UAS, you cannot do that. At the
Odegard School we have been working on this. The FAA is in the process of transforming our
airspace into what they call NextGen. With NextGen, all aircraft will be required to have
something called ADSB — it's a transponder on board that tells everyone where you are at, and
you can also get information about where everybody else is at. That is expanded to occur in
2020. The problem is that unmanned aircraft are not invited to the party. This is mandated for
manned aircraft, but the use of such technologies on unmanned aircraft has not been tested
and proven yet. If we are going to realize the potential, we have to open up airspace. The
idea with LD-CAP is that we will investigate, set up a way of testing this capability with an
unmanned aircraft in ND. We've identified a location east of Devils Lake that would be perfect
for this. We'd be leveraging existing radars in that area. We’'d be leveraging the fact that
many aircraft in that area already have ADSB on them. We have quite a partnership to try and
make this happen. A lot of unmanned aircraft are very small, so SWP is important, size,
weight & power. We're trying to revolutionize the ADSB industry and by teaming with NDSU
and Appareo, we believe we can do that by taking ADSB technology and taking it from a box to
a chip. That obviously solves your size, weight, power types of issues. Not only would we
have a wonderful resource that everybody could utilize enabling unmanned aircraft to do what
we want them to do, but we could also benefit from that as well from a business standpoint.
UND has a memorandum of understanding in place with the Mitre Corporation. The principal
customer of the Mitre Corp. is the FAA and DOD. They are a federally funded research
organization and have a strong interest in getting unmanned aircraft into the airspace as well.
They have identified ND as thee place to do this. We've identified what everybody’s roles
would be. They work closely with the FAA. The FAA is a safety organization and are driven
by data. They say you have to show me you are safe. We have a great partnership; we have
private sector Appareo, we have NDSU, UND and Mitre all working together.

One of the challenges is working with the existing radars saying we'll equip all these aircraft
with this equipment (ADSB) but we won't be able to guarantee that somebody won't fly in from
somewhere else and not be equipped. - So what we are going to do is utilize existing radars to
identify those aircraft that aren't talking to us and convert the information about where they're
at into an ADSB message, so everybody else can see them providing another layer of safety.
This is important to the FAA. In that process, we plan to have a focused activity area in which
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we would leverage existing radars that are here in the state already. Those radars are owned
and operated by the ND National Guard. Part of our effort is to set up a very intensive
operation range with those radars. We've worked with the National Guard in the past to do
something like this. | can't praise them enough.

Senator O'Connell: You said they refuel in flight?

Mark Askelson: | don’'t know a whole lot about in flight refueling with unmanned aircraft. A lot
of them have been designed so you load them up and they fly for 20 hours. You fill them up
and they fly across the world, however, is that possible, that would be very possible.

Senator Robinson asked about UAS accidents that hit the wrong target. Do we have any
research or follow up investigation that would direct those accidents to the technology or
human operation error?

Mark Askelson: The point of what we're trying to establish here, for operating on the national
airspace system is to identify what technologies work and don’t work; what are the limitations
and what procedures do we need to follow to make sure they are safe and so we do not hit
somebody else. The problem you referred to is more of a targeting issue with their ordinance,
that is what they are shooting at people. Some of those same similar types of challenges can
exist with unmanned aircraft.

Senator Robinson: Could you get the committee some estimates on the cost of these UAS
systems; what the different sizes and costs might be? It would be rather interesting.

Julie Kuennen, |.D.E.A. Centers Executive Director

Testified in support of HB 1018

No written testimony, but spoke on grassroots entrepreneurial projects in a wide variety of
industries; from software development to manufacturing to service based industries and into
training.

Bill Goetz, Chancellor, North Dakota University System commented on the Centers of
Excellence across the state. When we look at where we were at in this state 8 — 10 years ago
as it relates to economic efforts and we look at the representation that we have here today, not
only from business but also state government and other entities, | think it tells us a lot in terms
of where we are at today and where we ought to be going as far as our future is concerned.
Today is a day of answering the question of what are we going to be doing in adding to the
production possibilities of our economy and our society and the State of ND as far as our
future is concerned. You as policy makers, looking at the big picture with a vision, cannot be
satisfied as to where we are today; we need to be wrestles about our future. We need to
continue to invest and continue the efforts of being holistic in the steps that we take. The
connection that we have today with the Department of Commerce and the University System
speaks very well to bringing resources together, bringing intellectual power together and
adding to the productivity of our state. !t is critical we continue to work together with a united
focus. This budget (HB 1018) needs our support as it was offered by the Governor.
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John Schneider, Executive Director, Agricultural Products Utilization Commission
Testified in support of HB 1018
Speaking from written testimony in the Dept. of Commerce handout — ED&F tab.

Sara Otte-Coleman,Director, Tourism Division
Testified in support of HB 1018
Speaking from testimony in the Dept. of Commerce handout — Tourism tab.

Senator Warner: How do you isolate tourism dollars from the surge in oil development money
as far as motels, restaurants, etc? Do you readjust the baseline numbers? Is the surge of oil
development, which is taking up some of the resources which might be available for tourism, is
it inhibiting the development of tourism in some other area particularly in the southwest.

Sara Otte-Coleman: Tourism encompasses leisure travel and business travel. We know that
business and business/leisure combined is a growing sector. Nationally it is not growing, but
here it is growing and we know a lot of that is attributed to the business in the oil belt. Our
most recent detailed research showed that business leisure travel was the second most
popular reason to come to ND in 2008 right behind the outdoor experience. That was still
only 17%. We did an informal survey about a month ago of the CVBs to see if they could talk
to their hotels and find out how much of this business is attributable to business travel
specifically. That survey showed about 45%. Some of these hotels that are 100% occupied by
oil workers year round, but we forget, in terms of total inventory, the number of rooms available
in oil country, is a fraction of what's available even just in Fargo. When you do the math and
sort it all out that is the number that we came up with in weighing the percentages and the
occupancies. As far as rooms available, this spring we worked with all the CVBs and worked
on a coordinated effort to communicate when those rooms were available to get the message
out that people have to plan ahead.

Senator Wardner: With the price of gas and the economies around the nation still down, what
do you see for this coming summer?

Sara Otte-Coleman: We are cautiously optimistic. Obviously gas prices are a hindrance at
how it's eating away at discretionary income. We have a calculator on our website so people
can calculate the difference. The difference between last year's gas price and this year's gas
price from a round trip drive trip from Minneapolis to Bismarck and back was about $25.
We're trying to convince people that it's not a deal breaker. Our money only allows us to
market regionally so we're marketing close to home anyway. They've seen those message
and we want to encourage them not to scratch their travel plans completely. Maybe you won't
get to see the Grand Canyon, but this is the year to see ND.

Beth Zander, Director, Workforce Development Division
Testified in support of HB 1018
Written testimony in the Dept. of Commerce handout - the Workforce tab.

Jim Boyd, Interim Director, Division of Community Services
Testified in support of HB 1018
Written testimony in the Dept. of Commerce handout — the Community tab.
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Senator Warner: Is there anything on federal horizon between now and October — with the
discussions going on with the budget where you might see one of your programs impacted?
Over the following federal fiscal year where you might see significant drops in income because
so many of your programs is going to look like a target at the federal level. Are there any
programs that we would need to supplant with state general fund dollars in order to keep our
operations running efficiently?

Jim Boyd: Certainly our programs, as well as many other federal programs are under scrutiny
in terms of continued funding. The budget request that we have submitted, once you take out
the ARRA funds gets us back to where we were prior to the Recovery Act coming into being.
There is such a wide range of proposals that have been floating around and so much
discussion that still needs to occur. It's tough to guess what the outcome might be. Some of
the proposals coming out of House Appropriations at the federal level would do significant
damage to our programs. However, on the other side with the President’'s Executive Budget,
there might be some reductions but not quite as drastic. It's really early for us to tell. 1 would
think the spending authority that we're requesting should cover any funding that we might get
up to and including current levels that existed prior to the recovery act.

Senator Warner: | see what you do as being propped up from a lot of different directions. I'd
hate to see the legs cut off or one leg of the stool and tip over because we had an effort in two
other areas of Commerce or somewhere else, like the Workforce Development Fund fell apart
because the federal component wasn't there — where we've done some good work and one
piece would topple the structure.

Jim Boyd: As far as requesting funds to replace the federal funds, at this point we have not
envisioned doing so because it's very early in this process. We have said that as far as
Recovery Act funds which have supplemented our programs considerably that we do not
anticipate requesting any funds from the legislature to replace any Recovery Act funds that are
lost. As far as the base programs go, | wish | knew.

Dean Gorder, Executive Director, ND Trade Office
Testified in support of HB 1018
Written testimony in the Dept. of Commerce handout — ND Trade tab

Paul Govig introduced the Energy Division saying they take great pride at the ND Department
of Commerce in delivering programs and services in a timely, effective and efficient manner.
He said it is expected of them and they have not been able to do that with the demands on
them from energy. They feel it's pro-active to create an energy division of Commerce to take
care of some of the demands that are all over the state that have to do with energy. He asked
the committee to consider adding the approx. $620,000 back into the budget for that.

Sandi Tabor, Lignite Energy Council and member of Renewabie Energy Council
Testified in support of HB 1018
No written testimony.

Senator Bowman: Are the energy companies driving this request or are we offering this to
companies?
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Sandi Tabor: | think you are offering this as an opportunity. If | put on my Director of
Transmission hat to give you an idea how we work with the Dept. of Commerce. There are a
lot of people here who want transmission built; a lot of companies who want to develop wind
farms. My working with Commerce in the energy area is often those developers go to
Commerce because “they’re the Commerce Dept.” That's part of their job to look at business
development. When | answer your question, “Are we asking for it?” | think not, but to us it
makes sense to have it happen.

Al Christianson, Renewable Energy Council
Testified in support of HB 1018
No written testimony.

Dale Neiswag, Basin Electric Power Cooperative and Dakota Gasification
Testified in support of HB 1018
No written testimony.

Public Comment -

Carol Goodman, Cavalier County, Jobs Development Association

Testified in support of HB 1018

No written testimony.

She said our state needs to continue to move forward but at a local economic development
level, there are four words that thread through all of that activity. The first one is risk, invest,
learn and revise. That process keeps going on over and over. You assess the risk, you decide
to take it, you invest resources, you learn from that process and then you analyze what you've
done and where you've been and what you can do better.

. Senator Wardner asked what she‘th_o[fght was beneficial about the’ Highe'r Education Round
Table for small communities or to the state or to-your area.

Carol Goodman: We have studied that document and saw the relationships and synergies
that we could have with specific institutions within that university system and also the
partnerships. We have one of NDSUs research centers in Langdon so the interaction with the
community on that level to begin with gave us some background. The two way partnership
that can come forward through the university systems, it was something that our board and
community saw as very beneficial. We go back to that document every once in a while and
bounce it against the philosophy of how we build our own programs. The training
opportunities, the university intellectual resources, the professors we’ve gone to for advice on
a number of projects, all of those kinds of things have woven their way into what we have
worked on over the last 20 years.

Ken Satrang — General Manager, Petro Serve USA
Testified in support of HB 1018 ,
Testimony attached # 2 & 2A - at the end of the Dept. of Commerce handout.
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Senator Christmann: I'm still perplexed, especially now that this has been done and blender
pumps have proven that they can work and deliver the right blend, why is it .up to the tax payer
to provide you or any other retailer with new pumps any more than its up to the taxpayers to
help you put in an ice cream machine or a pizza lane. You're in that business, it seems like it
should be your job. '

Ken Satrang: There are two things that are very important in America. One is energy and the
other is food. So it's very important that we lessen our dependence on foreign oil. Give a
man a fish and you feed him for a day, teach a man to fish, you feed him for a lifetime. We
aren't asking for the fish. We aren’t asking to be taught to fish. We aren’t asking for a fishing
pole. We're simply asking for a little bit of bait that will make the gas station people put in new
pumps. | don't need new pumps, and | don’'t need ethanoi blender pumps. If we're going to
lessen our dependence on foreign oil, by giving a little bit of incentive — a little bit of bait, they'l}
bite and put in new pumps, we expand our market for ethanol, they have UL approved pumps,
it's safer because we've got sump pumps underneath these pumps. It's about an incentive.
That's why it's been so successful in ND.

Senator Bowman: I'm concerned about where we're headed. We see the highest price corn
we've seen in many years, and part of that is due to the ethanol production. And we've seen
gasoline shoot up a huge amount in just the last few weeks as well as the grocery store food
prices go right up with it. When does the consumer say enough of this is enough? Instead of
us subsidizing and forcing this on us, are we going to break everybody before we start over
again or where do you think this is going to be in another 2 or 3 years if things keep going like
they are.

Ken Satrang: | think the problem is the speculators and also the problem we’re having in the
Middle East. That's what raising the price of gasocline right now and that's what is raising up
-the food costs. The thing about ND is that we'll get tired of just eating fish. We need both
- agriculture and oil. We need more than one sector to grow the state’s economy. We have to
balance both sides of the state.

Tom Lilja, Executive Director, ND Corn Growers Association
Testified in support of HB 1018

Testimony attached - # 3

Also a proposed amendment # 3A

Terri Thiel, Executive Director, Dickinson CVB
Testified in support of HB 1018
Written testimony # 4

Sheri Grossman, President, Destination Marketing of North Dakota (DMAND)
Testified in support of HB 1018
Written testimony attached - # 5

Alexis Brinkman, Administrator, ND Ag Coalition
Written testimony in support of HB 1018 — see attached # 6
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Cal Klewin, Economic Development Association of ND (EDND)
Testified in support of HB 1018
Wiritten testimony # 7

Bill Shalhoob, Chairman, Tourism Alliance Partnership
Testified in support of HB 1018
Written testimony # 8 & ND Tourism fact sheet - # 9

Lynn Bergmann,

Testified in support of HB 1018

No written testimony, but handed out “Report to Taxpayers on Centers of Excellence” — see
attached #10.

He stated that the Commerce Dept. should not be granting marketing funds to entrepreneurs
and said the state should not be funding the actual physical implementation of a project.

Senator Wardner: When you talked about the competitor in New Salem, was that Centers of
Excellence dollars?

Lynn Bergmann: They were Commerce Dept. dollars. I'm not a real fan of the Commerce
Dept. | own a vineyard in Grand Forks county and one of my competitors in Maple Valley got
$25,000 to market wine. Another competitor in New Salem got $10,000 to start a vineyard. |
kind of did that with sweat equity on my own. 1 don't feel the state should be giving other
people money to compete with me. But | don't know if they're doing it in the Centers of
Excellence. .

Senator Wanzek: What was the message, are you saying we should....?

Lynn Bermann: What 'm suggesting-is that you should be able to get answers to all those
questions within a week from the Commerce Dept. If you can’t get good solid answers to those
questions within a week, then I'd seriously consider tacking their budget down until
they....delaying this through the session until they find you a good answer. The taxpayers
want to know — Is this just fattening the pockets of existing businesses or is it starting real
bonafide new high tech businesses.

Senator Grindberg: When we passed out COE bill in the first half, the press reported that
there was $30M in the bill. | don't believe that was the case. We pared it down to match the
governor’s recommendation. In the interim bill, they had additional $10M for the experimental
program to stimulate competitive research which is typically in the higher ed budget. So |
think they added them up and reported it that way, but that's not what the actual was, but just
as a point of order.

Lynn Bermann: 1 wouid stand with my suggestion that you cut % of the budget. | think the
taxpayers would like to see this things going down and not up.



~ Senate Appropriations Committee . e R A W

- HB 1018
March 15, 2011
Page 11

Rep. Kathy Hawkin, District 46, Fargo

Testified in support of HB 1018

No written testimony. Handed out ND Early Childhood Diagram — see attached # 11
A news article — Child Care crunch — see attached # 12

She wanted to address the workforce and childcare training section of the bill.  If train the
childcare worker, then you have a quality business where parents can Ieave their children plus
the state gets tax money from the child care business.

Tracy Finneman, Marketing Manager, Dept. of Commerce
Testified in support of HB 1018
Written testimony in the Marketing tab of the Dept. of Commerce handout.

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce
Testified in support of HB 1018
Written testimony in the Marketing tab of the Dept. of Commerce handout.

Paul Govik wrapped up the Department’'s budget hearing.

Senator Wardner: What program would have given money to the wineries that Mr. Bergman
was talking about? Would that have been out of the economic development area?

Paul Govik: Those dollars came through ag products and it was legislatively apportioned or
we were dictated to provide that to that effort, so that's where that came from.

Senator Krebsbach: It has been mentioned that ND does not need an energy “czar”. | don't
believe “czar” was ever intended to be used for that title. Could you give me a good reason
why we do need this person and | agree we do, but I'd like to hear from you what it is.

Paul Govik — In my opinion, why we need an energy division within the Dept. of Commerce is
to pro-actively deal with both the demands and the opportunities that we find in the energy
industry. As an example, this past summer, Shane and | spent a number of weeks talking
about the needs and opportunities trying to help our partners to work up strategies and plans
to deal with this. In my opinion, the energy division, that is the focus, to help our partners if
they are communities, if they are counties, if they are areas. It's to help them work through
that process so we can deal with those opportunities and challenges in the oil and gas area.
Also, it can be enlarged to other energy sources too.

Vice Co-Chairman Grindberg closed the hearing on HB 1018.

Additional testimony —

North Dakota CCR&R (Child Care Resource & Referral) Growing Child Care ND, ND HB
1418 Progress Report brochure - see attached #13 in the back of the Dept. of Commerce
handout. y

Gary Inman, Sr. Vice President of Information Technology, State Bank & Trust
Written testimony in support of HB 1018 — see attached # 14 & 15.
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Nathan Presnell, Just 4 Kidz Childcare, New Rockford
Written testimony in support of HB 1018 — see attached #16

L. John MacMartin, President, Minot Area Chamber of Commerce
Wiritten testimony in support of HB 1018 — see attached #17.

Mary Lee Nielson, Marketing Coordinator, Valley City Convention & Visitors Bureau
Wiritten testimony in support of HB 1018 — see attached # 18

Susie Baisch, Executive Director, Devils Lake Tourism
Written testimony in support of HB 1018 — see attached # 19

Terry Harzinski, Executive Director, Bismarck-Mandan Convention and Visitors Bureau
Written testimony in support of HB 1018 — see attached # 20

Nina Sneider, Executive Director, Buffalo City Tourism Foundation
Written testimony in support of HB 1018 — see attached # 21
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Explanation or reason for introduction of bill/resolution:

A SUBCOMMITTEE HEARING ON THE DEPARTMENT OF COMMERCE

Minutes: : See aftached testimony #1

Chairman Grindberg called the subcommittee hearing to order in reference to HB 1018,
Department of Commerce at 3:30 pm on March 21, 2011. Senators Holmberg and Robinson
were present. Tammy R. Dolan, OMB and Sara Chamberlin, Legislative Council was also
present. So we are clear in what is in the first engrossment fully aware of what the House did.

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce:
North Dakota Dept of Commerce walked through the engrossed bill. Section 3, this section
was in the original bill and deals with the North Dakota development fund, their ability to
provide loans to child care facilities, the executive budget recommendation included $400,000
for the North Dakota development fund line, that was reduced by the House to $250,000.

Chairman Grindberg: $400,000 of new money and the House reduced it to $250,0007

Justin Dever: During the current biennium, last session the legislature appropriated $1.25
million for this purpose and the Governor recommended an additional $400,000.

Senator Robinson: | understand there are some other bills floating around on daycare. Maybe
for our next meeting we need to get a handle on what else is out there. If there is anything else
alive that would compliment what we have here.

Justin Dever: Section 4 deals with the Centers of Excellence statute, this overall, what the
House did, what we requested was that the whole statute be extended. We wanted the statute
to be extended so that we can continue to distribute so that the Centers of Excellence could
continue to distribute grant funds as well as provide post award monitoring of the centers.
What the House did is they struck out the continuation of that component and amended the
existing statute to transfer that responsibility to the Department of Commerce. So that includes
section 4, section 5, section 6, and then section 7 is a new one that puts in place what they
wanted Commerce to do with the post award monitoring.



Senate Appropriations Committee #
HB 1018 Commerce Subcommittee
03-21-2011

Page 2

Senator Holmberg submitted Testimony attached # 1, Comparison of Centers of Excellence
Funding.

Chairman Grindberg: Let's go back to section 4, the way the language was set up 2 years
ago the centers program would expire? Justin Dever: Yes.

Chairman Grindberg: The bill as introduced by the agency and executive branch reinstated
all the current criteria?

Justin Dever: It extended the sunset date to 2021, however, the new dollars for Centers of
Excellence were for a different part of statute. It was not to fund the current program; the
current program was kept in place to continue the monitoring of the current centers and the
distribution of funds to the current centers.

Chairman Grindberg: So that is what sections 4, 5, and 6 do?

Justin Dever: Sections 4, 5, and 6 were amended by the House to leave in place certain parts
of the current statute and let others expire.

Chairman Grindberg: The over struck language is House action?

Justin Dever: That was all House action. What they attempted to do is to take out everything
that would allow any future approvals and keep in place the monitoring of the program.

Chairman Grindberg: Our amendment would be to have to restore this.

Justin Dever: That would be our preference at the very least to keep the Centers of
Excellence Commission in pace to allow them to continue the monitoring of the current
centers.

Chairman Grindberg: We will have a future meeting on the Centers of Excellence but now |
understand what they did.

Justin Dever: On section 7, they did add some minimum requirements for the agreed upon
procedures. You may recall that the interim Work Force Committee addressed this issue, they
allowed full fiscal audits to be done twice during the midpoint of each center and then at the
end of the post monitoring period, the House version agrees with that but they also wanted to
specify what these agreed upon procedures had to include. For the most part these include
what we are already doing.

Chairman Grindberg: That is acceptable.

Justin Dever: Section 8 deals with the bio-fuel blender pump program. This program was put
in place last legislative session. It did have an expiration date of November 30, 2010. We are
asking for this program to be continued and that unexpended funds be carried over to the next
biennium for this purpose.
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Senator Robinson: s that because of the language last session? The underscored language
here, is that all new language or its new language because of the way the statutes were
written?

Justin Dever: It is new language because the statute has expired, and section 8 does have an
expiration date.

Senator Holmberg: North Dakota has placed more blender pumps than all the other states
combined.

Justin Dever: On section 8 the one change the House made is they put in a limit of $14,000
per retail location and they also allowed the use for piping system and storage components.

Senator Robinson: Was there any objection to that? Is that something the industry
supported?

Justin Dever: Both the ethanol as well as the petroleum marketers voiced approval.

Paul Govik, Acting Commissioner, North Dakota Department of Commerce: There
probably are some concerns we might have if we are involved in that environmental concern
but we think we can work through that. We don't think that's a big issue. We would concur with
the recommendation.

Chairman Grindberg: What would the rational be for that if the cost of above ground
warranted the maximum per blender pump why would we need to include below ground?

Paul Govik: it's our opinion that their interested in broadening what the funds can be used for
to ensure that those funds get used up.

Mike Rud, President of North Dakota Petroleum Marketers: We want to be sure everyone
is doing due diligence with these projects. We'd like to see some of that money be used for
infrastructure. | think the corn growers offered an amendment the other day that asked for
another $20,000 specifically to go to blender pumps. | think what you are going to see is your
going to see probably a higher percentage rather than at 2% you probably going to see 4%-5%
| believe is what that amendment asked for. It would make more money available so each site
would probably have access to about $34,000 per project so we would like to see it go toward
everything, not just blender pumps but infrastructure as well.

Senator Robinson: Explain the $20,000 again. i remember the amendment but not the
specifics.

Mike Rud: | think they offered $20,000 per retail site that would specifically set aside for
blender pumps, and then still leave the $14,000 for infrastructure. You can use $20,000 per
retail site is how that amendment read and | don't think there was a cap on retail sites.

Chairman Grindberg: Who's responsiﬁle for the infrastructure to be correct so it doesn't pose
a problem down the road?
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Mike Rud: Right now a marketer has to do due diligence, he has to get with his petroleum
equipment installer, he has to get with the Department of Health, and they are all working
through the Department of Commerce on the blender pump program that is in place. There is
an application form that goes along with filling out the information to get into the blender pump
program and all of that information is in there. There is about a 2 page document that the
Health Department puts out that deals with compatibility issues and the marketer signs off on
this and then he is responsible at that point should something happen. Our main goal is to
make sure we've got a tank fund that we use to protect from petroleum releases and it's
marketer funded and we want to make sure that someone isn't entering into this program not
- doing due diligence, ending up with incompatible equipment and as a result our tank fund
taking a major hit because we only have about $6 million in that tank fund and an average
clean up is probably a half a miflion to $1 million per site. We want to make sure everyone is
doing things right and in the process we want to make sure that these blends aren’t getting a
black eye because they will get a black eye if we have compatibility issues.

Justin Dever: Section 9 creates an internship fund with continuing appropriation authority.
This fund would make it easier for us to offer internship opportunities on odd number summers.
Summers are obviously the time of year that most internships occur and this just makes that
easier to have it. That is $800,000 in the budget.

Chairman Grindberg: The interim bill had that language that removed the restriction on repeat
participation on internship fund. Do you recali that current law, use Microsoft as an example, if
they hire first summer of the biennium 20 interns they are done for the rest of the biennium if |
understand that right.

Justin Dever: It's not just the biennium. If we subsidize 20 internships one year, future years
we would only pay for number 21, 22, and 23.

Chairman Grindberg: The interim bill removed that restriction so that summer 1 they could
hire 20, and the next summer they could hire 20 new interns.

Justin Dever: We did offer an amendment related to this fund. What is done in this bill is it
carries over funds from this biennium and allows those funds to be transferred into this new
fund. We neglected to insert into this bill the transfer of the new funds. Without that transfer
language this fund would not receive those dollars.

Justin Dever: Section 10 was added by the House. This is $1 million for tourism infrastructure.
Section 11 was also added by the House, this is $250,000 for a Minot Air Force Based
realignment grant.

Senator Holmberg: What was the background of that? Are they on the list that fears closure?

Paul Govik: It's our understanding that they are trying to be proactive and do as much as they
can prior to any of those things happening.

Senator Holmberg: I'm assuming it was a legislative initiative because it wasn't something
that the executive branch had turned down in their budget.
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Justin Dever: Section 12 is childcare grants for quality improvement, technical assistance,
and capacity building. This section includes $4,935,000 for this. There is an additional $65,000
that is used from carryover funds for a total of $5 million for this purpose. Funds were provided
for the current biennium to the Department of Human Services HB 1418 contained | believe
$3.6 million of federal stimulus funds for the current biennium for this purpose.

Senator Holmberg: One of the things | thought the House was looking at the use of carry
over funds and not have to count them in this budget. Was there any discussion of having that
money turned back? We talked about those things, but we don't always follow through on
either side sometimes.

Justin Dever: The Governors budget recommendation had $5 million of carryover from the
Great Plains Applied Industry Research Center. That was to be used for Centers of
Excellence. The House reappropriated that carryover that included a $4.335 million in HB 1003
for BSC, $65,000 for this purpose that we just talked about, the childcare grants, and then
about $600,000 for Nekoma. Section 13, innovation 20/20 award, the House killed HB 1058
that had this innovation 20/20 award; this was an interim Workforce Committee bill. The bill
originally had $500,000 for this purpose. The House put the language in HB 1018 but did not
include any funds for it. They did amend the language so it's “may” administer instead of
“shall”. That is similar in section 14 for the technology award equity investment program. |
believe that was HB 1059. That also as it came out of the interim Workforce Committee had
$500,000 in appropriations. Again, the House did not put any funding to this and amended it so
that it is “may”.

Senator Holmberg: How would you handle that, would you do it or just look at the word “may”
and say they didn't provide money therefore we just may not do it?

Justin Dever: Without any funding for this purpose, we would not be doing it. I'm not aware of
any other funding sources within Commerce that we would reappropriate internally for this
purpose. '

Paul Govik: | would agree with Justin, it would be hard to do this without the funds.

Chairman Grindberg: You have watched these two bills through the interim, is it worthy to
have 2 programs or combine it into 1 program then having a funding discussion around it?
They are both somewhat similar. What are your thoughts?

Paul Govik: It would be easy to combine them. If there was dollars attached to that we would
have some options as far as implementing these. Justin, do you think it would be
advantageous to have them separate?

Justin Dever: No, | think there may be ways to combine them. If you were to combine them
my suggestion would be to put this in the North Dakota development fund. Both of these
programs have somewhat of a repayment option. The innovation 20/20 award provides a
repayment provision of 2 to 1 if the product is commercially successful. The equity investment
program is an equity investment that's something the North Dakota development fund could
exit out of that investment at some point.
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Chairman Grindberg: Work on how you would propose blending these, say, by the end of the
week.

Justin Dever: Section 15 is a request for carryover for the Agricultural Products Utilization
Commission. This is the same language that has been included in past appropriations bills.

Chairman Grindberg: What is their current cash balance? Justin Dever: | don’t know off the
top of my head.

Justin Dever: The fuel tax deposit into the fund in 2010 from the gasoline tax refund was
about $95,000. Last session you did included a provision that 5% of the profits of the state mill
and elevator will also go into that fund, that deposit was $660,000. They had a record year.

Chairman Grindberg: Tammy you will research that and give us a projection of what
potentially is forecasted?

Justin Dever: Section 16 is carry over of the discretionary funds, line item. Section 17 is carry
over of the internship funds of operation intern, and then the transfer into the fund that is
created in the previous section? Section 18 includes the $665,000 of the carryover from the
Great Plains Applied Energy Research Center, the unexpended funds; of those $600,000 is for
the Safeguard Complex at Nekoma and the $65,000 for those grants to childcare service
providers.

Senator Robinson: Is that a special bill in the House that was folded into here? Where did
that come from?

Justin Dever: That was a legislative initiative from the House.

Chairman Grindberg: | believe the economic development efforts in Cavalier County have
been working with UND for some time on a plan to provide the acquisition for training and
testing.

Paul Govik: We've been working with them on that for at least 2 years so it is ongoing.

Senator Holmberg: What was the connection there to all the things they were doing with this
Great Plains Energy and $65,000 for childcare, how did that fit into this picture?

Paul Govik: | think they wanted to just round off that to $5 million and find with that facility
what was appropriated to use those funds.

Justin Dever: Section 19 is carryover authority being requested for the technology based
entrepreneurship grant program. This grant program we have been providing half of the fund
upfront when the grant is awarded and then haif of the funds at the conclusion of the project.
We are requesting this carry over so that we can continue that and fund half of the money after
the project is completed. These will be committed funds; we are not asking for this to be
carried over and then continuing to use the funds. Section 20 is carryover authority being
requested for the early childhood facility grants program. Section 21 is the carryover authority
for the bio-fuel blender pump program. At this point | will also mention the other amendment
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that we requested was carryover authority for the funds that were provided for the USS North
Dakota, $100,000 provided for that and we would like to continue that into next biennium.

Chairman Grindberg: Why was that delayed?

Paul Govik: Some of those funds will go out but it takes a long time to get that built and then
to actually launch it and do those things and so it's a bit slower than expected.

Justin Dever: Section 22 is the transfer into the workforce enhancement fund. The one
component of the Governors Centers of Excellence proposal was centers of workforce
excellence which he had funded at $2 million. Basically it was renaming workforce
enhancements grants to centers of workforce excellence. The House did not agree with the
name change but they did agree with the $2 million for this purpose.

Chairman Grindberg: Four years ago we put $2 million into the enhancement fund, two years
ago we put $1 million, and now we are back to $2 million.

Justin Dever: Section 23 is the transfer of the $250,000 to the North Dakota development
fund for the childcare loans. So it's appropriated in order for it to get into the development fund
there needs to be a transfer mechanism. Section 24 includes the matching fund requirement
for the North Dakota Trade Office. This matching requirement basically requires them to match
about $750,000 which is the same matching requirement that they had during the current
biennium.

Chairman Grindberg: | have a request of somebody, an email from Dean, $2.553 million for
the Trade Office with a $489,000 increase. So the $2.553 million is all general fund? Justin
Dever: Yes. Chairman Grindberg: And the $750,000 is on top of that? Justin Dever: Yes.
Chairman Grindberg: Of the $2.553 million what would be operating and specifically, | asked
Dean to give me his square foot lease rates with the space at Barry Hall. He sent me a note
that North Dakota Trade Office is paying $2.00 per square foot on 4,300 square feet. What we
need to resolve is that is no way market rent and additionally the University filled up all the
offices for the Trade Office so there is an expense on furniture on top of what would be a
normal commercial rate. The latest office survey for space and occupancy in charges on real
estate in Fargo is, utility rates alone are $1.40 per square foot and if truly he's only paying
$2.00 he’s covering his utilities and we've got other operating expenses. There is clearly an
- adjustment that has to be made at least so that we are covering their costs.

Senator Robinson: What would be the going rate?

Chairman Grindberg: Considering the investment in Barry Hall | would put that as a Class A
space. That's a going rate at $16.00 per square foot which does not include janitorial or
utilities. Operating expenses are $4.75-$6.60 per square foot so you have $16.00 plus, we'll
round it to $5.00 plus about $40.00. I'm in no way suggesting that it equals that amount but we
have to have some type of adjustment ¢n that space. Verify his square footage and that he is
paying $2.00 per square foot. Just reche’(:k that.
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Chairman Grindberg: Currently that is something that the North Dakota Trade Office
negotiates with, I'm assuming, NDSU. Department of Commerce | don't believe has been
involved with that negotiation.

Justin Dever: Section 24 is grants for early childhood facilities. The Governor had
recommended about $520,000 for this purpose. The House had reduced it by $400,000.

Senator Robinson: We need to have child care and we need to have a sufficient amount.

Justin Dever: Sections 26 and 27 repeals the chapter 15-6 of the century code, that's Centers
of Excellence, repeals it as of August 1, 2023. What they left in place was basically Commerce
is responsible for the continuation of monitoring and distributing the funds. Section 28 was the
expiration date for the bio-fuels blender pump and section 29 is an emergency clause for the
$900,000 for the operation intern program and that is to deal with summer internships.

Chairman Grindberg: What | wanted to do next is move into discussion on the e-folio concept
that passed out of here that was an interim bill that's now in the House. I'm anticipating that
the House is going to either kill that bill entirely or strip e-folio out. The second things | wanted
to accomplish today was to see if we are on the same page between Commerce and
workforce and setting up a pilot with a regional approach to e-folio and whether that regional
proposal as we know it with the costs that are associated with that earlier in the session are
one institution, two institutions in the region, how did we come up with those numbers and then
decide how to proceed with that for a full scale pilot project whether that's 1 campus or 3
campuses in a region, and the once we figure out where we are at we can go back and get
some insight from the gentlemen who presented to our committee and figure out what we need
to do.

Beth Zander, Director, Workforce Development Division: In conversation with Eric we
asked what would it cost to deliver these services or purchase these services in one quadrant
to the state, he responded that 1/3 of those costs that you see on there so | built the fiscal note
based on that. All that was asked is a quadrant, and | presume 2 campuses. [ think that
because we have to bid this out we’ll have to build the scenario that we want.

Senator Robinson: We talked about it in terms of the potential and the concept and that’s
where we left it. Keep us posted.

Chairman Grindberg: As | understand it State College of Science is using a portion of this at
the present.

Beth Zander: | believe Valley City has something, have they got a piece that they developed
or is there some division that is using...

Marsha Krotseng, NDUS: | understand you are doing something but your sense is there may
be some interest in possibly exploring. -

Senator Robinson: | could find out I'll f_bllow up on that.
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Chairman Grindberg: How we are going to fund that? Marsha if you can work with Beth to
figure out if we went with 2 institutions, a 2 year and a 4 year and given that science is already
in part of this, 'm not sure what aspects they are using but certainly there must be a cost
savings because they are already in the system and | presume that all the students are
working through that system. If we could find out under that scenario what would the cost then
be for an estimated range for an RFP.

Beth Zander: It should benefit educators, students, and business. How in depth do we want to
go with those components could affect the price.

Chairman Grindberg: I'm not so interested in the educator, I'm more interested in the student
employer and from a policy perspective being able to pull what their academic strength is and
model that against the needs of the workforce.

Senator Robinson: Wahpeton might have some advice based on their initial experience
working at [east to some degree here. | will follow up with our campus right away. They might
be getting back to you Marsha on how these things work.

Beth Zander: | believe with a pilot we don’t jump in.

Marsha Krotseng: Not looking so much to interface with what the educators are doing
because if we are talking about that then we are probably talking about trying to interface it
with one of the learning management or other systems and that's definitely going to add to the
cost.

Senator Robinson: If this pilot works we extend it to 3 or 4 more institutions or all or whatever.
Then down the road we might look at this educational component, but | think now the benefit to
the students is really priority.

Chairman Grindberg: | suppose we would have to determine what a reasonable reporting
time for the pilot and the data probably would be...

Beth Zander: | would plan to wrap up by December 2011.

Chairman Grindberg: We'll meet again on Wednesday.
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Chairman Grindberg called the subcommittee hearing to order on HB 1018. Subcommittee
members Senator Holmberg and Senator Robinson were present.

Sara Chamberlin - Legislative Council; Tammy R. Dolan - OMB.

Chairman Holmberg introduced John C. Schuller who is a RQ-4 Global Hawk Unmanned
Aircraft System (UAS Program) Manager for the Aerospace Systems sector of Northrop
Grumman Corporation in Rancho Bernardo, California and asked him to give the committee a
background of Northrop Grumman and North Dakota.

John C. Schuller — Northrop Grumman: Northrop Grumman takes ND very seriously to say
the least. In a very short period of time, Northrop Grumman has built the most advanced
unmanned aircraft on the planet. There is future technology out there and | will tell you that the
future is here and now. At Grand Forks Air Force Base, we're getting ready to put in the
Global Hawk which is a 100% autonomous aircraft that is not fly by or stick and rudder like
other types of aircraft. It's fly by computers. Being 100% autonomous, the pilot can tell the
airplane, with one mouse click, can tell it to take off. The plane will fly 30 hours, fly its mission,
come back and land within 9 inches of center line on the runway and not have to talk to human
being the entire 33 hours. It's the only aircraft that can do that on the planet. With what's
happening now in the world, just in the last few weeks, the Global Hawks are currently flying
over the Japanese nuclear reactor. They are also flying over Libya. Two weeks ago, we didn’t
think any of this would be possible. We're now sending more planes from California
immediately to supplement the planes that are in Guam and Sicily — where some of these
aircraft are flying out of.

But what | wanted to say here today is, for the last two years, | have been in charge of doing
the preliminary groundwork and hiring the employees in getting ready to deliver an aircraft here
from Northrop Grumman Corp. On 15 April, we're going to deliver our first ground shelter to
the Grand Forks Air Force Base. it's a $21M system that will be installed at Grand Forks and
the pilots will sit in that shelter controlling airplanes around the world. The first two planes that
the pilots at Grand Forks are going to control will be flying over Afghanistan 24 hours a day,
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seven days a week. And those two planes are literally internet routers and com packages in
the sky that allows alf our ground troops'to communicate on the other side of the mountains in
Afghanistan which they could not do until last September when we started doing this. This is a
very important Department of Defense mission and Grand Forks is going to take over that
mission completely. The first of eleven programmed Global Hawks are scheduled to arrive
here on 26 May. We're trying to get the Global Hawk here in time for Senator Conrad’s UAS
Summit that he’s holding in Grand Forks. Our company has 120,000 employees and we're in
all 50 states and 24 countries, but to be able to come into Grand Forks and lease or buy a
license and have an office at the Center of Innovation on the campus of the University of North
Dakota; to be able to do that for our company and to allow us to expand on the eastern side of
ND, since we're already on the western side of ND, that will really allow us to have a soft
landing into Grand Forks. Once we were established on the campus at UND at the Center of
Innovation, to be able to have an office there and literally network around the town and county
and have a set up there because we didn't have office space at the Air Force Base yet. That
made it incredibly easy and attractive for our company to not only set up the operation there,
but so we are currently meeting with the UND on trying to set up a training program for
international pilots of Global Hawk.

Next month, Northrop Grumman is getting ready to sell its first Global Hawk to a foreign
company which is Germany. The aircraft is called Euro-Hawk and Germany wants to buy 5
Global Hawks. The North Atlantic Treaty Organization wants to purchase 8 Global Hawks,
Japan was budgeted, until the tsunami hit, for 3 Global Hawks as well Singapore and Australia.
We've never delivered any of these planes internationally, so that is coming this year and
coming along with that is the requirement for pilots. Currently, Beale Air Force base in
California is the only school that can train the Global Hawk pilots, and they're maxed out. They
don't plan to do hardly any international training for foreign military pilots. UND is the only path
to that. At California, Northrop Grumman is the one that has the contract for instructors that
actually teaches the course. They can come into UND and be comfortable with that operation
and be there with ail that innovation, which is incredible. When | see all the young kids there
thinking out of the box like I've never seen before. You have a unique set-up there with the
Centers of Excellence and the Center for Innovation. I'm here to say thank you to the state for
the support that you've given, not only to our company on the east side, but also in western ND
in New Town where Northrop has had for 40 years has had a cable assembly and
manufacturing plant.

I'm here to stay, “You all are doing it right.” | just came from spending 10 years in a state that's
not doing it right. | just moved here from California and the last thing I'm going to do is tell you
how to work your budget because coming from California, it probably won't have a lot of
credibility talking to state government about how to work a budget so | won't do that. But | do
want to say that you're pro-business attitude here has been noticed by Northrop Grumman and
North Dakota is really on the radar screen for Northrop Grumman. Upper administration
wanted me to pass along how we are not only going to set up an unmanned plane and provide
this service to the Air Force on a long term basis, but we're also looking at expanding training
programs that will benefit Northrop Grumman and North Dakota. I'm here if you have any
questions or want me to clarify anything, I'd be happy to.

Senator Robinson asked about the cost of the plane and wanted to know what his
relationship with the unmanned planes that are being manned out of Fargo.
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John Schuller: The cost of the Global Hawk system, called a UAS, an unmanned aerospace
system which consists of the aircraft, the shelter to control the mission, the shelter to control
the take-off and landing as well as the back end, the exploitation part of the system. The
typical cost of the system, of one plane, is $100 M. The sensors you're getting in Grand Forks
is calied an MPR tip. It's the most advanced reconnaissance sensor on the planet and it’s only
coming to Grand Forks. Your state, your local community, and your congressional delegation
— if it wasn’t for them, if it wasn't for all the efforts since 2005 to save the base, to do the UAS
transition, you wouldn't be getting this over a billion dollar program coming just for the UAS’
that are coming here. The three shelter systems that you're getting in the next 18 months are
$21M plus | just hired 29 people in the last several weeks and 25% of them were from ND.
The potential here for the unmanned missions is incredible. In a very short period of time, the
University of North Dakota has overcome the New Mexico State University in Las Cruces; they
used to be the premiere UAS center in the United States and I've dealt with them for 10 years.
North Dakota has clearly become the leading state for unmanned programs in the United
States. That took a lot of work and a lot of effort and it's really paid off. If you hadn't made all
that effort to save the base, none of this would be happening.

Senator Robinson: What's the relationship or what kind of vehicles or planes that they are
using in Fargo?

John Schuller: The planes that Fargo flies are built by our friendly competitor General
Atomics out of San Diego. They're called the Predator. It is a weaponized aircraft that has
bombs and missiles and is remotely controlled from Fargo. And Fargo is flying these planes
overseas on a 24/7 basis. They're flying non-stop cut of Fargo. Fargo also plans on having
six Predators up at Grand Forks for operations and support. The limiting factor for the
Predators flying out of Grand Forks is that you don't have sufficient restricted airspace like they
do in Nevada and CA. Any unmanned airplane that flies below 18,000 ft. in the United States
has to fly in restricted airspace. That's because they don’'t have what we call “see and avoid”.
The limiting factor of unmanned airplanes flying in the United States is that they don’t have
“detect sense and avoid”. “Detect sense and avoid” is the Holy Grail of unmanned operations
in the entire world. Whatever company, whatever university, whatever think tank, whatever
research lab that comes up with a suitable “detect, sense and avoid” system for unmanned
aircraft will be right up there with Orville and Wilbur Wright.

Senator Grindberg: That's part of the NextGen mission?

John Schuller: It should have been. NextGen is mainly about the airspace. The FAA has not
come up with specifications to detect, sense and avoid. Northrop Grumman has developed a
first generation detect, sense and avoid that we're going to put on the Global Hawk and sell it
to the Navy. That is not going to be a FAA certified detect, sense and avoid system and only
because the FAA has not published regulations on what is required for detect, sense and
avoid. What | mean is “Will an unmanned plane have to avoid a manned plane by a mile or
half a mile. Will they have to be able to see it day or night? Will they have to be able to detect
it when the unidentified plane is coming out of the sun? There are all those technical
specifications that haven't been solved yet. The FAA hasn't designed yet.

Senator Grindberg: The goal is by 20207
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John Schuller: Yes, and | heard the FAA say that several years ago. That's going to be a
challenge. What the state is doing now, the funding at your Centers of Excellence that allows
me and Northup Grumman to do a soft-landing here in North Dakota. In other words, it has
really made it easy for our company to get established and operate on this side of the state.
The experience that Northrop Grumman has, you can easily leverage that with other
companies in the state and around the world. We've already sent two teams out here since
September at the Center of Innovation on the campus at UND to meet with groups there, to get
established and set up a training program to include not only UND but other areas in town.

Chairman Holmberg: You mentioned hiring 29, what do you see happening over the next 2
years.

John Schuller: | have 29 right now and the plane hasn't even come here yet. Right now the
Northrop Grumman forecast is that within 24 months, | should have over 100 employees
because once you start getting the planes here, once you get the shelters set up, the first set
of shelters is going to be for the planes. over in Afghanistan. With the next set shelters, we're
going to be controliing planes literally all over the world. That will require additional technical
support. My team provides the technical support to the Air Force. There are certain things
the Air Force can’t do to the black boxes on the airplanes. They pull them out to replace them
and can't fix because they don’t have any test equipment. Or they can’'t open them up to
check the card. Our group is contracted to the Air Force — 29 people and you don’t even want
to know what my operating budget is a month. It's around $5M. The economic impact —-we've
already noticed that some of the homes that I've been looking at are starting to get eaten’ up
by the guys that are working for me. It's not just the fact that | should easily have 100 people
in the next two years. it's what other systems can come here. Once you get a UAS system
set up in there, you now have the leverage to get another UAS system here. In addition, UAS
unmanned aircraft blend in very well with tankers, blend in very well with bombers. That's a
good mix so there's no conflict there. You all are doing it the right way. Your state working for
the unmanned program, | think it's going to pay off. Keep going. You need to be aware that |
seriously believe that there could be another Base Realignment and Ciosure (BRAC). | really
think there is one on the horizon and once again, you need to be prepared to protect Minot and
Grand Forks because you don’t want to wait until it's too late. Now is the time. | still have a
house in New Mexico from a base that got BRACed. They canned the base, and it was put up
for closure the same time your base was in 2005. | had a house there. | was already out in
California, but I still had a house in NM. My wife said they're closing the base. | said “Don't
underestimate the committee of 50 to can the Air Force base. Now special ops command has
come to town; the community invited special ops command from Florida to come out there and
take a look at the base. They gave them a helicopter ride. The general said that this looks just
like Iraq, I'll take it. And now they're going from 1700 people to 8000 people and that was on
the same BRAC list as your base was. So once again, it's the community support. | can
promise you, you wouldn’t have your base in this state if your local state and congressional
delegation didn’t want them. They'd be gone. Congratulations on saving that base. This is
one of the finest military bases on infrastructures. So there’s been a lot of money spent on that
base. | hope I've given you kind of an idea of what a company looks for when they come into a
community. They don't want to just come in and be part of the military. They want to come in
and be part of the community. We want to add and contribute to the economic development of
the area.
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Senator Grindberg: How much does an F-22 Raptor cost? And John Schuller replied that
an F-22 is about $250M. Senator Grindberg: The Global Hawk is a $100M.

John Schuller: It's hard to believe, but high altitude and reconnaissance technology — just the
lens on the Global Hawk, just the camera lens, is a cultured crystal grown in Italy that costs
over a million dollars. That's just the lens on one of the sensors.

Senator Robinson: You were talking about the various components of these unmanned
planes being built all over the country.

John Schuller. The fuselage for the Global Hawk is built in Mississippi; the wings, 130 foot
composite wing is built in Dallas, TX; the composite tail is built in West Virginia. When you
think of the states, West Virginia's senators were very strong supporter, Mississippi's Trent Lott
comes to mind; Robert Byrd of West Virginia; Dick Army in TX. When you want to recruit
corporations and recruit their business, the way to do it is to have congressional delegations
that are interested. In four months here, | have met every elected representative including the
congressional delegation and in 10 years, | don't ever remember a senator coming out to the
Air Force Base. | thank you very much for your time. | really appreciate it.

Senator Grindberg: Thanked him for coming. We are going to meet at 4:00 again today as
a commitiee. He asked Andy Peterson, President of the ND Chamber of Commerce to come
today and wanted to know his thoughts on an envisioning committee and putting together an
amendment that would have commerce involved with an envisioning competitiveness study or
planning effort to assess NDs position and challenges for the next decade.

Andy Peterson, Pres. ND Chamber of Commerce

We've begun talking about what's next. There is an up cycle and a down cycle. Fortunately,
ND is in the up cycle and clearly what Mr. Schuler is talking about really comes into play when
we talk about businesses being here in’ND. It's the tax structure, it's the regulatory structure.
It's the legal environment that attracts businesses to stay or to come and stay. These are
some of the things we've admired and like and think our state is very fortuitous in having.
Anybody who is leading a company out there is always looking for the next thing. You don't
want to start planning when you're at the top of the cycle. That's too late. You want to start
planning when you're moving up the cycle to see where you're going. Where is our state going
next? What are we doing next? What kind of industries do we want to attract? What is it that
is all about ND? Our organization is going into long-term strategic planning session in early
June. I'm looking at how we can help lead the way in that. {'ll just leave it to Senator Grindberg
and I'll respond to any questions.

Senator Grindberg: | would see this as a private sector led effort that maybe has involvement
with Commerce and maybe appointment of a couple legislators, but it is really private sector
led that reviews and understands and makes recommendations on higher education, taxes,
business development and those types of approaches. For the last 8 years, we've had
comprehensive legislative business congress which is a 4 year practice — largely legislative
led. The timing of Andy's arrival as the president of state chamber that we got to have this
discussion about more private sector led from the standpoint of where does the state need to
be in 10 years. There are some pretty diverse opinions on higher education itself that when
you bring movers and shakers and even CEO level perspectives across the state together kind
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of gives a different perspective than what we argue and debate here every two years whether
it's higher education or tax policy

Andy Peterson: He shared an anecdote about a new restaurant and the positive comments
made a huge difference in business. If you want to know what people’s opinions truly are,
you have to ask them out of the limelight. If you talk about CEO personalities and types, they
‘meet legislators and tell you what they think you want to hear. But if you really want to know
what they want to hear, visit with them privately, understand where they're at, understand their
needs and they'll provide that kind of leadership. It's often times not in front of a committee.
It's not going to be in front of a camera. It's going to be the kind of discussion that takes place
honestly and openly in the environment that is right for that. When we talk about the private
sector leading this kind of planning, | think you're looking at a different kind of thing. Not that
they'll all be cooperative, but certainly they have strong opinions and will be if you give them
the right environment.

Paul Govik, Acting Commissioner, ND Department of Commerce: The Economic
Development Foundation does this strategic plan that we report on so we provide information
on that. It seems to me, what's being discussed here is probably broader than that and is a
bigger picture and probably incorporates things besides primary sector and a certain focus that
we have with the Foundation and with the economic development strategic plan. That's
where I'm thinking this is going and obviously we can work with the Chamber. We can work
with the private sector and would be more than willing to help out anywhere we can with this
idea because we also agree that good planning and good plans are very beneficial. We need
to do that type of thing. It's always good to look over the horizon. One thing we know is that
it's going to be different than what we expect but if we don't work on that, we’ll never have a
real handle on that. | think it's an interesting idea.

Senator Grindberg: These are unprecedented times. You look at the state’s budget situation
and now there’s going to be an initiated measure on ballot which will be interesting to watch
over the next two years. The Legacy Fund that some claim could be $4B fund in 4-5 years.
We've had discussion this session on oil extraction tax rates. There is consistent debate on
higher education. They are all key components of our economy and our livelihood here, so it's
really time to have a private sector CEO led visioning and competitiveness discussion
alongside what could be here in two years. Certainly the legislature can be involved.

Paul Govik: The previous ones that we have been involved with were, when times weren't so
good, so this is different. It's a whole different perspective, but there’s probably just as much
sense to do it at this juncture as it is when things aren’t so good. You can make many of the
same arguments, though because things that we should be doing and thinking about when we
are in this financial position too. Not just when it's negative, so it makes sense to me.

Senator Grindberg: Our primary agenda item was to meet the gentlemen from Northrop
Grumman. | hadn't planned on having a separate meeting on blender pumps. | think there is
consensus amongst the subcommittee that carry forward and then the clarification on the
language is that we’ll act accordingly on. We had talked about child care and | would like to
spend this afternoon’s meeting this afternoon on childcare. Tomorrow we’ll pick up on Centers
of Excellence.
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Chairman Grindberg called the subcommittee together for a hearing on HB 1018. Senators
Holmberg and Robinson were present. Tammy R. Dolan, OMB and Sara Chamberlin,
Legislative Council was also present. We will reconvene. We will pick up child care. Child care
related funding Testimony attached # 1. General fund money provided in 5 different areas.
Reading from the child care funding. 2" biennium child care provided. Who wouid like to give
an overview of Commerce's perspective?

Paul Govik, Acting Commissioner, North Dakota Department of Commerce: | am not sure
how Representative Hawken has that planned to be spent. | don't have a good handle on that.

Chairman Grindberg: Can you provide us any documentation in the House Appropriations
Committee that might have an outline of that?

Beth Zander, Director, Workforce Development Division; What | can tell you is that the
funds that were allocated last biennium got accomplished what was needed for 18 months, the
difference is based on the expectation that would occur for 24 months.

Chairman Grindberg: {'m not sure that's apples and apples. | have on my sheet $1.25 million
and 5/100 of $1.75 million, roughly $1.8 million in general fund for the 09-11 biennium for
Commerce judging by what's on this spreadsheet.

Beth Zander: The money went through DHS last year.

Linda Reinke, Child Care Resource and Referral: Last year the legislature approved HB
1418 which put in place under the Department of Human Services a childcare recruitment
training and retention effort. They provided one time funding for that at $3.6 million and that
was as Beth said, for 18 months and the $4.9 million is extrapolated to 24 months. What we
promised to do during that time was to recruit 110 family childcare providers and 20 centers
and we are near that point. We promised to train those childcare providers so it's not just
grants that we are providing them to support their services, but we are also providing technical
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assistance and training and we also promised to retain, work with 80 family childcare providers
and 10 centers and we've reached that goal at this point. We feel this is an important project
given the lack of availability of childcare and some of the issues that we have with turnover in
the childcare field and Fargo 2 years ago experienced a great deal of turnover. What we see
with the small family childcare providers, the in home industry, they have about a 17% turnover
on an annual basis. We in the state are spending a ot of money recruiting and regulating and
inspecting the new providers and bringing them into the system but not doing a whole lot on
retaining them. The data that | have in front of you (attachment 2) on the second page shows
the recruitment efforts in the various counties that we have worked and the number of
providers and the number of spaces that we have increased childcare in the state. The second
page talks about the workforce training and that was, we put in place with some of the stimulus
dollars an online training system for childcare providers and they can receive up to 120 hours
of training online. With that they can get their child development associate credentials which is
a highly honored credential in the early childhood community and is recognized nationally.
We've also worked with the University Systems and have articulated that 120 hours into a 2
and 4 year degree so that it's just not for not the training that people are receiving. The last
page shows the retention efforts and the various counties that we worked with. Again our
objective with the people when it comes to retention is that we want them to become
credentialed. We know that having trained childcare providers is the number one factor for
quality in the childcare industry.

Chairman Grindberg: You mentioned the $3.6 million, was that general fund money?

Linda Reinke: That was stimulus dollars, ARRAs. It was one of the only times that stimulus
dollars was attached to a bill that was passed.

Chairman Grindberg: | presume then that there is $22.3 million for the 09-11 biennium. That
$3.6 million would be buried in that number? There is nothing on the sheet that's specifically
$3.6 million. There is $22.3 million for the department, there is $892,000 childcare transition
assistance, head start $262,000, and early childhood contract providing training technical
assistance of $6.3 million. I'm going totals, not general fund. The total general fund is $2.5
million so presume that that number is...

Linda Reinke: We are contracted by the Department of Human Services to carry out this
function.

Chairman Grindberg: Did the department request this money be put in DHS? Linda Reinke:
No. Chairman Grindberg: Was there discussion; were the providers happy with one time?

Linda Reinke: in my judgment and in reports we've received is that the providers want more of
this service, and the communities need this kind of support to build a supply of child care. They
are very anxious to continue their training and technical assistance and onsite support, but
aiso the communities are interested in building childcare capacity. Berthold and Minot are
putting in a center. We are one of the unique offices in the state because we know all things
childcare. There is nowhere else that people can go if they are interested in starting a childcare
or even assessing their community of their childcare needs. We've been working heavily in
Williston and Dickinson, | am responsible for western North Dakota and my counterpart is
responsible for eastern North Dakota. They likewise are working at the same effort. These
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dollars were divided equally and we've both moved them forward so the data that you see is
collected and put together, so to answer your question, yes, we see a strong interest in
continuing.

Chairman Grindberg: From my perspective, if the department didn't ask for it and it's not on
an OAR, then it's kind of contrary to, you're the expert, but yet, what I'm trying to understand is
the reason we asked for this is it seems like we’ve got programs going on and growing in a
number of different agencies and it on the surface doesn’t appear like it's very well
coordinated. That's my personal opinion. If there is a need and you didn’t request it, or it was
requested and it's an OAR that would give it credence that it is a priority. | understand your
answer, but I'm just trying to get a flavor because we have other executive budget
recommendations on gearing up for Kindergarten, and then of course Headstart. I'm just trying
to get a feeling for the priority and the number that was chosen when there was no request.

Linda Reinke: We did work with the Department to consider it as an OAR, they opted not to
do it, but we feel the work is extremely valuable. It's something that hasn’t been as cohesive in
the past. We've been able to put together a very tight system that we can deliver across the
state so any community can come to us and we bring the business in and help them get
started at the beginning with a business plan and we train them right off the start and then we
continue to support them as we move forward. We feel our service is valuable.

Paul Govik: Spoke to attachment 2.

Chairman Grindberg: Paul, are you staffed to handle another $5 million in activity?

Paul Govik: If that comes to us that would be a pass through is our understanding.

Beth Zander: My understanding is it would be an RFP.

Chairman Grindberg: Do you have a spread sheet that would provide the activity?

Paul Govik: When we were working with the Governor's Office on the budget we were trying
to come up in consultation with them what made sense based on the performance up until that
time. Dean is here with the development fund and he can give you a run down on what's
happened and what is outstanding with the development fund concerning childcare.

Chairman Grindberg: | think it would be helpful to have a 1 page summary of the portfolio.
Dean Reese, Development Fund: Spoke to attachment 3.

Chairman Grindberg: Anything on the grants?

Paul Govik: Spoke to attachment 4 and 5.

Chairman Grindberg: What is the ave_'r;ége award? A couple thousand dollars?

Paul Govik: We were restricted to $5000 for infrastructure grants and $10,000 for business
plans. We had a couple projects come in that could have used upwards to $14,000 but we
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weren't able to fund that much. One of the nice things that also happened was some of the
projects came in cheaper than what they anticipated so there was some savings there and
that's why you see only the 456. We originally had about $480,000 that we had committed
because projects had come in cheaper and some had dropped out. It's probably safe to say
the average is $3, 4, 5,000.

Chairman Grindberg: Sarah, could you put together a list of the $3.6 million with what that
current status is on the Human Service budget and where it is going?

Paul Govik: It's my understanding that that $5 million is more geared to the workforce, not the
buildings, not the egresses windows. That is not the purpose that | understand.

Chairman Grindberg: | have no other questions on this topic.

Paul Govik: On that remaining, that child development credential grants that was the one item
the Governor's Office did propose. The House took that out. Do you want some information on
that?

Beth Zander: Spoke to attachment 6.

Chairman Grindberg: We have waiting a few minutes, Al Palmer notified up that he was
coming today to visit with the Adjutant General so he asked if he could have a little time to
update us so we are going to connect with him at 4:.45. Are there items that you would like to
take a little time on? Not to put Beth on the spot, but maybe talk about e-folio.

Beth Zander: | haven't seen any action on that yet.

Linda Reinke: If | may, one of the things that we have done in spending out the $3.6 million,
we have done grants to childcare providers when they come into our system and when they
leave, it's not methodical about how the money is going to be spent, it will show a heavier
amount that's been spent that is the design of the project.

Chairman Grindberg: Are you facing a deadline of June30 use of the funds?

Linda Reinke: Yes and the project was designed for a 18 month.

Chairman Grindberg: Has it been discussed to have carryover authority? Do you need more
time?

Linda Reinke: We have very thoughtful in planning in spending these dollars. They are on
target to complete their plan in April, May and June. We are in the heavy end at the end of the
cycle.

Senator Holmberg: You have on here Slope County, how much need is there, what kind of
numbers are we talking about?

Linda Reinke: In Amidon, need for a childcare facility. If people are living in Amidon and
driving to Bowman or Dickinson, they are having difficulty finding childcare. We are working
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with them, they had one, it closed. There is a need in the small communities. People are
working in Killdeer, driving to Dickinson and coming back to Killdeer to work and then go back.

Paul Govik: The Energy Division includes 2 FTE's and the operating cost associated with
those FTE's. The other item is the North Dakota American Indian Business Development
Office, the base budget has $100,000 in it for that initiative and we requested an additional
$100 because this biennium we have run out of dollars. As far as the Energy Division is
concerned what we feel is the most important part of that is that we feel it's extremely
important to be proactive as opposed to reactive and | would concur with many individuals that
said Shane did an excellent job dealing with the road study, the housing study, and some of
the infrastructure work that he and | were involved with this spring and into the summer.

Chairman Grindberg: We have some hearings Wednesday morning and then Thursday we
will probably be in all day hearings.

Al Palmer, University of North Dakota Center for Unmanned Aircraft. We have been
working for some time to develop a cooperative airspace. It's called limited deployment
cooperative airspace project. We have been working with Mitre out of Arlington VA and Mitre is
a federally funded research and development center of the FAA. UND, 2 weeks ago signed a
memorandum of understanding with Mitre so that we could continue this project. We have
requested funding from the state of North Dakota to heip kick this off. Mitre has agreed to bring
in approximately $2 million a year, federal money to support this project for 2 years. That
money would be used to bring in an aircraft into the state that is an optionally piloted aircraft
that we can fly from the ground but at the same time have a pilot inside the aircraft for seeing
avoid and also to develop the software for a box that would fuse the data from the Grand Forks
Air force Bases and radars that we would be using from the North Dakota National Guard as
well as developing software that would ‘allow the unmanned aircraft to maneuver if they sense
another aircraft in the area. ;

.Chairman Grindberg: You mentioned‘the $4 million from Mitre and we have $4.5 million of
state money that's been in the works here with part of the Centers of Excellence program. How
would this $8 million be broken down in"a simple description?

Al Palmer: The money that would come from Mitre would be for their engineers and to
develop software and actually build that fusion box and also to bring in that optionally piloted
aircraft to fly.

Chairman Grindberg: The FFA legislation funding bill is that House version the same as the
Senate on 4 zones?

Al Palmer: | don't know where we are at on that. | suspect it will be somewhere between 4 and
6.

Chairman Grindberg: Will Mitre have a role in every one of those zones?

Al Palmer: | think if we are the first ones to get selected then Mitre has signed an agreement
with us to partner with North Dakota to make this happen.
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Dave Sprynczynatyk Adjutant General, ND National Guard: This is very important to North
Dakota and the North Dakota National Guard, as | stated before we have our wing at Fargo,
we have an authorized element to be establish at the Grand Forks Air force Base, but until we
have the air space that we need, we are not going to be able to implement that authorization.
It's called watch and recovery element and from our perspective we hope that we can do
everything possible to open up that air space so that we can begin to do the things from a
guard perspective that we are authorized to do but can’t because of airspace.

Chairman Grindberg: There was some discussion last week about the sentinel radars. Any
update on the radar?

Dave Sprynczynatyk Adjutant General: This past fall we had 3 radars set up with UND to do
a pilot project in northeast North Dakota. Personnel from ND and FL that operated the radar to
support the work that was being done. Looking some time next summer or fall or early 2012
we would be able to support a continuation similar to what we did before. That is the general
time frame that we are talking about, roughly 3 weeks. For us it becomes more challenging the
closer we get to 2013 only because that unit has a mission that they will be deployed. We don't
know at this point what the status of that radar is going to be.

Chairman Grindberg: At this point of the session it's important to be on the same page. Wel'll
close the subcommittee meeting and we will start at 11:00 on Tuesday on Centers of
Excellence.
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This is a subcommittee hearing on HB 1018 relating to the Dept. of Commerce.

Minutes: See attached testimony # A - C.

Subcommittee Chairman Grindberg called the subcommittee hearing to order on HB 1018.
Subcommittee members Senator Holmberg and Senator Robinson were present.

Sara Chamberlin - Legislative Council: Tammy R. Dolan - OMB.
Paul Govik, Acting Commissioner, ND Department of Commerce handed out

Technology-Based Research Proposal 2011-2013: $18 million — attachment # A
Centers of Excellence Program 2011-2013: $20 million - attachment # B

One side has the proposal based at $18M and if you add the Workforce Enhancement Grants,
that's another $2M so that's $20M. On the back side of that page is what was proposed in the
Governor's budget, so we have both of those here. We've been having some discussions on
this and currently this is where we are sitting in some general agreement with the discussions.
You can see the Research Centers of Excellence, that incorporates NDSU and UND and that's
for $13M. As a component of that, we have Eminent Researcher Grants for $1M and the
Capstone Demonstration Project for $4M. Entrepreneurship Centers of Excellence is at $4M
and support is for $1M and that's technology, investments and loans. That's a general
overview of the discussions that we've been having.

Chairman Holmberg: We will not put everything to bed until we go back and re-visit the
infrastructure grant section that the Governor had in his budget.

Paul Govig: We'll take that into account. We just assumed you'd want to see some of this as
a starting point.

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce
Handed out proposed amendments (draft form) to HB 1018 — see attachment # C.

He explained that the top portion is the change in the appropriation levels and reflects the
$13M level general funds that the Governor had proposed for the Centers of Excellence.
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The section 5 amendment — the House had removed the COE (Centers of Excellence)
commission. This part of the amendment would restore the COE commission which we do
utilize later on in the amendments. Page 1 & page 2 keeps in place the COE commission and
the commission’s role with the distribution of funds to the current centers as well as postaward
monitoring. The House had amended that to basically give that responsibility to the Dept. of
Commerce. :

In page 2, where it says, “Page 8, replace lines 3 through 6 with:” That was included by the
House as alternative to the current audit requirement. It requires fiscal audits twice; once at
the midway point and once at the end. The House did specify what the agreed upon
procedures must include.

Page 3 It's still titied, “Centers of entrepreneurship excellence”’, although we have heard
comments that we shouldn't utilize the. COE name in this and we’re open to suggestions for
that. This section would allow institutions under control of the State Board of Higher Education
that are not research universities to access these Entrepreneurship Excellence grants.

The appropriate use of funds would include grants to establish new entrepreneurial centers
within the eligible institutions for enhancing the ability of existing entrepreneurial centers to
assist entrepreneurs in growing their business. The Department of Commerce is to work with
the COE commission establishing guidelines to qualify for a grant under this section including
the preference for an applicant that establishes the availability of matching funds. The
commission is also to consider how a proposed grant award would help achieve the goals
outlined in the ND Economic Development Strategic Plan.

Section 13 —This is Centers of Research Excellence. For the most part, this mirrors what the
Senate approved in SB 2057. Some of the changes on page 5 about the use of funds. We
incorporated the House's amendments dealing with the annual audit requirements.

Page 6 — The Eminent researcher recruitment grants — we utilized the language that was
recommended in the original HB 1018 by the Governor. These grants would be to a research
institution basically for start up costs in recruiting researchers. The version approved in

SB 2057 would be used to fund endowments. This does not have the endowment component
in that. We did include the Centers for Research Excellence fund. This was included in

SB 2057. The original HB 1018 had just utilized the current Centers of Excellence fund
instead of creating a fund. We thought we'd go with what the Senate had originally
recommended.

The next portion of the amendments — this subcommittee asked us to look at the Innovation
2020 and the Technology Award matching investment awards portions and looked at
combining them. We did discuss that internally. Our recommendation is instead of combining
them, is to do away with Innovation 2020 and instead, just focus on the technology matching
investment portion. We made a few changes to that. The bill, as it came over, included equity
investments. Our recommendation is to broaden that so it not just equity investments, but
could also include loans. It basically says investments. We also have put in there that they
would have to meet the underwriting guidelines as established by the ND Development Fund
inc. The next amendments — the way that we funded our recommendation is that we did
$13M general fund and that would be used for Centers of Research Excellence. The Governor
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had proposed the carryover, $5M that was to be spent for the Great Plains Applied Energy
Research Center. We restored that funding for Centers of Excellence type projects. We
provided $4M for the entrepreneurship component — the Centers of Entrepreneurship
Excellence and $1M carryover for the ND Development Fund for that investment matching
program.

Chairman Holmberg: How does that square with what the House did on 10037
Justin Dever: It does not square at all. The House utilized $4.335M for BSC.

Chairman Holmberg: In other words, we're spending the money twice at this stage. The
Higher Ed subcommittee, if they go forward, will find another source of funds for the BSC 4"
floor. In the workup that Brady is putting together, we will find that money. We're not going to
take it out of this, so our committee will be fine. We're not going to double spend it. This
doesn’t mean that we may not fund the BSC 4" floor, it's just we're not going to use this
money. This money belongs here.

Justin Dever continued to go through the amendment and discussion was held on various
programs at the Centers of Excellence.

Senator Grindberg asked the committee of their wishes for additional meetings and said they
have a number of items to cover.

1) USS North Dakota

2) Operation intern

3) Energy Division - FTEs

4) Work Keys

5) Native American presentation

6) E-folio

7) Blender Pumps — carry forward language and clarification

8) Nekoma option on land acquisition

9) Additional House items

10)Has background on competitive commercial real estate rates in Fargo.

The North Dakota trade office, when it moved into 4300 sq. ft. at Barry Hall ended up with a
$2/sq. ft. lease rate. That doesn’t even cover utilities as well as other charges, so | propose
that go to $8/sq.ft. which is about $8 below market. That would increase the trade office

general fund of $60,000 for the biennium for at least covering the cost of maintenance and
utilities.

Senator Grindberg: One of the things I've noted 